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BROOKS AUTOMATION

Fiscal year 2004 was an outstanding year for Brooks
Automation as the Company executed on a business
strategy that resulted in the best financial performance

in its history.
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Year Ended December 31, 2004 2003 2002
Revenues $539,769 $343,610 $304,254
Gross profit $204,324 $103,666 $ 83,044
Income (loss) from operations $ 31,404 ($158,398) ($627,818)
Net income (loss) $ 17,721 ($185,760) ($719,954)
Basic and diluted earnings (loss) per share 0.41 (5.05) (27.90)
Cash, cash equivaients and marketable securities $329,110 $199,132 $245,737
DSO 69 77 79
Inventory turns 5.5 1.1 4.4
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Dear Shareholder,

Fiscal year 2004 was an outstanding year for Brooks. It was a year of transition for us as the Company
executed on a business strategy by which we achieved the best financial performance in our history. A healthy
global economy in the first part of the year drove sharp growth in the semiconductor industry after a deep
multi-year recession. Brooks successfully completed the restructuring and consolidation of our business in
fiscal 2003, positioning the Company to benefit from the ramp in demand when it came in fiscal 2004,
Improved industry conditions, coupled with our re-engineered business model and commitment to operational
excellence, helped drive revenues in fiscal year 2004 to $539.8 million, an increase of approximately 57 percent
over fiscal year 2003 revenues of $343.6 million. Brooks was able to realize strong operating leverage, posting
net income of $20 million, or $0.41 per diluted share, for fiscal 2004 on a GAAP basis.

Brooks’ tool automation business thrived in 2004. OEM customers represented 58 percent of our overall
revenues with revenues for this segment growing approximately 98 percent over the preceding year. Perhaps
just as important as strong market positioning and product portfolio, strong operational performance enabled
the Company to successfully ramp manufacturing output sharply in fiscal 2004, and as a result, we were able
to satisfy customer demands and gain market share over competitors who did not perform as well. Going
forward, we are investing aggressively in the next generation of tool automation modules and systems that are
intended to solidify our market position. I believe we have a good opportunity to capture new design-in wins at
OEM customers heading into 2005 as the industry re-trenches for the next generation of tools for technology
nodes at 65nm and smaller geometries. The trend towards increased outsourcing by equipment manufacturers
expands our addressable market. We estimate that today only about 40 percent of the total tool automation
market is outsourced, but is increasing by 3 to 5 percentage points per year. Brooks has a great opportunity for
growth as we gain system-level business with a number of the top tier OEM companies.

In 2004 we completed the formation of Brooks Software, a division within Brooks whose mission is to
exclusively provide software products, consulting services and support for customers around the world. As the
largest provider of MES software for discrete manufacturing, according to independent research firms such as
AMR, economies of scale work to our advantage. Software revenues for the year were approximately
$120 million, best in Company history for this segment. By leveraging our proven portfolio of real-time
software used in many complex mission-critical applications for semiconductor and flat panel display
manufacturing, Brooks Software is expanding its focus to help solve problems in other vertical markets with
applications that satisfy emerging requirements such as RFID and “track and trace”. We are also targeting
enterprise initiatives such as lean manufacturing, supply chain execution and enterprise performance
management. By extending our existing solutions into the real time enterprise, we believe we can expand our
addressable market significantly.

We believe that our influence and leadership role in automation continues to grow as we build on
important customer relationships and partnerships. Brooks is actively partnering with several major companies
and equipment manufacturers to design and develop technologies ranging from new semiconductor process
tool architectures to adaptive software applications for discrete manufacturing. Our balance sheet is strong,
enabling us to continue to invest in R&D programs and other parts of our business that are essential for us to
retain our leadership role. I am pleased to report that Brooks has emerged in 2004 from the downturn of the
past 2 to 3 years as a much stronger company with a solid business model, strong operating leverage and a
management team that is focused and determined to continue guiding the Company to profitable growth and
the building of value for our shareholders, customers and employees. We salute the leadership that Bob
Therrien has provided us over the years, and we will continue to benefit from his vision as chairman of our
Board of Directors going forward. I am proud of our collective accomplishments at Brooks in 2004, and look
forward to continued progress in the year to come. Thank you for your interest and support.

Sincerely,

Sl d OBt

EpwARrD C. GRADY
President & CEQ
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PART I

Item 1. Business

LE T3

Brooks Automation, Inc. (“Brooks”, “we”, “us” or “our”) is a leading supplier of automation products
and solutions primarily serving the worldwide semiconductor market. We supply hardware, software and
services to both chip manufacturers and original equipment manufacturers, or OEMs, who make semiconduc-
tor device manufacturing equipment. We are a technology and market leader with offerings ranging from
individual hardware and software modules to fully integrated systems as well as services to install and support
our products world-wide. Although our core business addresses the increasingly complex automation
requirements of the global semiconductor industry, we are also focused on providing automation solutions for a
number of related industries, including flat panel display manufacturing, data storage and other complex
manufacturing.

We were founded in 1978 to develop and market automated substrate handling technology for
semiconductor manufacturing equipment and became a publicly traded company in February 1995. We have
grown significantly from being a niche supplier of robot modules to become the largest merchant supplier of
hardware and software automation products for the semiconductor industry in calendar years 2001, 2002 and
2003, and the world’s twelfth largest semiconductor front-end capital equipment company in 2003, according
to the independent market research firm Gartner Dataquest.

Our business is significantly dependent on capital expenditures by semiconductor manufacturers, which
in turn are dependent on the current and anticipated market demand for integrated circuit chips (“IC”) and
electronics equipment. To maintain manufacturing leadership and growth in the semiconductor industry,
companies make significant capital expenditures in manufacturing equipment and investments in research and
development. For example, investments in the production of chips that use advanced 130-nanometer (“nm”
and 90nm process technology are the enablers (increased chip performance, decreased power consumption
and reduced cost) for a broad range of new products that are expected to help drive growth in the chip
industry. Demand for semiconductors is cyclical and has historically experienced periodic expansions and
downturns. The semiconductor industry experienced a prolonged downturn from fiscal 2001 to the end of fiscal
2003. As the industry economics improved significantly at the start of our fiscal 2004, we were able to benefit
from some of the cost management initiatives taken during the downturn, including facilities consolidations
and workforce reductions, as well as operations improvements, helping Brooks to return to profitability in fiscal
2004. The duration and magnitude of the semiconductor upturn that began in early fiscal 2004 is tenuous due
to weakening end market demand for IC chips, which could impact our ability to maintain profitability in the
future.

Industry Background

Automation plays a critical role in the manufacturing process of semiconductors. The majority of modern
semiconductor fabrication facilities, or fabs, manufacture IC chips on circular silicon wafers with diameters of
150mm, or 6 inches, and 200mm, or 8 inches. More recently the industry has begun to adopt wafers with
diameter sizes of 300mm, or 12 inches. A production manufacturing batch or lot for 150mm and 200mm
wafer sizes consists of 25 wafers, contained in either an open cassette or a fully enclosed pod called SMIF, or
standard mechanical interface. Production lots for 300mm manufacturing typically consist of 25 wafers
contained in a FOUP, or front-opening unified pod. Both SMIF and FOUP technologies isolate the wafers
from their surroundings by creating an ultra-clean “mini-environment” within the pod. One wafer may yield
hundreds of chips, and each chip may contain tens or hundreds of millions of microscopic transistors in leading
devices. Chips are used in a wide variety of applications, ranging from complex logic and memory chips used
in a broad range of computers to application-specific integrated circuits, or ASICs, used in automobiles and
consumer products to Digital Signal Processing (DSP) and Analog semiconductors used in the mobile
Internet market such as for color-screen multimedia cell phones.

In order to create the millions of microscopic transistors and connect them together horizontally and in
vertical layers into a functioning IC chip, the silicon wafers must go through hundreds of process steps that
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require complex processing equipment, or tools, to create the integrated circuits. A large production fab may
have more than 70 different types of process and metrology tools, totaling as many as 500 tools or more.
Wafers can go through as many as 400 different process steps before completion. As the complexity of
semiconductors continues to increase, the number of process steps also increases, resulting in a greater need
for automation' due to more handling and tracking requirements, and higher number of tools. In addition, with
the transition to 300mm wafers, the size, expense and weight of a FOUP of wafers increase significantly,
making manual handling of wafers difficult and risky.

During processing, the wafers need to be physically transported between different process tools,
repeatedly identified, tracked, loaded into the equipment and processed, unloaded, verified and inspected, and
dispatched to the next process step or storage area. All these actions can be automated. Automation enables
the right material to be delivered at the right time to the right equipment with the right process recipe.
Similarly, noniproduction wafers and durable goods, such as wafer carriers and photolithography masks or
reticles used in production, must also be handled, tracked and managed. Consequently, the automation
systems physically touch and handle nearly every wafer in the fab, while the software systems manage the
tracking and recording of data for virtually every manufacturing lot, piece of equipment and resource in the
fab.

The capital expenditure by a semiconductor company to create a modern 200mm fab can be as much as
$2 billion while the cost for a 300mm fab can exceed $3 billion. While most 200mm fabs were only partially
automated, virtually all 300mm production fabs are fully automated due to the heavier weight and value of a
production lot. The investment in automation hardware, software and services has grown from approximately
$50 million in a 200mm fab to $180 million in a 300mm fab. Typically 75 to 80 percent of the capital
investment fora fab is for manufacturing equipment, while the remainder is dedicated to the land, the physicat
building, the clean room production floor and automation, Internet and facilities infrastructure. We believe we
are the only company with a portfolio of hardware and software products and system integration services that
can address the total automation market for semiconductor manufacturing,

Today, almost every aspect of processing includes automation, from material handling to tracking
work-in-process to process control and scheduling. Factory and equipment automation directly impact factory
performance. Factory performance, in turn, drives semiconductor manufacturers’ ability to:

¢ reduce 'manufacturing costs;

. reduce)cycle time, making the throughput more predictable;

« deliver products to market first when product profitability is greatest; and
+ reduce defects and improve yield.

We operate in three segments: equipment automation, factory automation hardware and factory
automation software.

The equipment automation segment provides wafer handling products and components for use within
semiconductor process equipment. These systems automate the movement of wafers into and out of
semiconductor manufacturing process chambers and provide an integration point between factory automation
systems and process tools. These include vacuum and atmospheric systems and robots and related compo-
nents. Also inc¢luded is the assembly and manufacturing of customer designed automation systems, or contract
automation systems. The primary customers for these solutions are manufacturers of process tool equipment.

The factéry automation hardware segment provides automated material management products and
components for use within the factory. Qur factory automation hardware products consist of automated
storage and retrieval systems and wafer/reticle transport systems based on our proprietary AeroTrak overhead
monorail systems and AeroLoader overhead hoist vehicle. They store, transport and manage the movement of
work-in-process wafers and lithography reticles throughout the fab. The factory automation hardware segment
also provides lhardware and software solutions, including mini-environments and other automated transfer
mechanisms to isolate the semiconductor wafer from the production environment.
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The factory automation software segment provides software products for the semiconductor manufactur-
ing execution system (“MES”) market, including consulting and software customization. Qur software
products enable semiconductor manufacturers to increase their return on investment by maximizing produc-
tion efficiency, and may be sold as part of an integrated solution or on a stand-alone basis.

Equipment Automation

Modern semiconductor process tools demand fast, error-free handling of the silicon wafers on which the
integrated circuits are produced. In the late 1980’s and early 1990’s, many processes done in vacuum, such as
chemical vapor deposition or CVD, physical vapor deposition or PVD, dry etching and other processes,
changed from batch processing to single wafer processing, driving the need for equipment that could process
individual wafers simultaneously in multiple chambers. The single wafer tool configuration is often referred to
as a cluster tool because of the typically radial layout, or cluster, of process chambers surrounding one or more
central wafer handling robot. The transition to cluster tools greatly increased the demands on the automation
system, forcing it to become as much as four to eight times more reliable than previous generations. The result
was a market need for highly reliable and fast vacuum robots, as well as vacuum cluster too! platforms, both of
which were the genesis of our business model.

Vacuum cluster tools consist of three primary sections: the equipment front-end module or EFEM, the
cluster tool platform and the process modules or chambers that are attached to the tool platform. An
intermediate chamber, called a load-lock, separates the vacuum environment used in processing from the
EFEM, which operates at standard atmosphere. A vacuum robot performs the task of transferring wafers from
the load-lock to the process chambers that are mounted on the cluster tool platform. Wafers are placed in the
load-lock by atmospheric robots that are housed in the EFEM. Vacuum tool automation includes load-locks,
robots and other modules as well as the cluster tool platform.

The introduction and adoption of new materials and technology in semiconductor processing drove the
emergence of important non-vacuum processes such as chemical mechanical planarization, or CMP, and
electro-chemical deposition, or ECD, as well as increased dependence on other atmospheric processes such as
metrology, all requiring automation. The growth in atmospheric tool automation has been further driven by
the transition to 300mm technology and smaller feature sizes on ICs.

Atmospheric tools consist of an EFEM and a processing portion, but do not require the cluster tool
platform. EFEMs have modules called loadports on which wafer carriers are placed. Loadports have
mechanisms that open the carriers so that the atmospheric robots can gain access to the wafers in the carriers.
The individual atmospheric modules can be sold separately or as an integrated atmospheric system or EFEM
which includes the loadports, the atmospheric robots, and other necessary modules such as aligners, fan filter
units and control software.

The evolution of the wafer carrier technology enabled semiconductor manufacturers to reduce both fab
construction costs and production defects. Historically, wafer processing has been performed in clean rooms in
order to reduce or eliminate particulates in the atmosphere that could create defects on wafers during
processing. As the feature sizes on an integrated circuit became exponentially smaller, the need for cleaner air
became more critical, and more expensive. In the late 1990’s the semiconductor industry adopted SMIF
technology to protect and isolate wafers from the environment. The air in a SMIF pod is 1,000 times cleaner
than a typical surgical operating room,; it essentially has its own ultra-pure mini-environment. The SMIF
technology gained acceptance in many modern 200mm fabs, although open cassettes are still used widely. In
the transition to 300mm wafer sizes, the industry adopted the FOUP technology as its new standard. While
SMIF was essentially an after-market modification to 200mm equipment, since the time of their original
design virtually all 300mm tools have integrated the FOUP technology. Automation enabled the transition
from open cassette carriers to mini-environment pods by providing the loadport modules and robotics to
transfer the wafers into and out of process tools as well as the means to track and identify the wafers. As a
result, the need for automation has increased for both 300mm and 200mm SMIF fabs.

Equipment automation also includes high-precision airflow and pressure controls for key semiconductor
manufacturing applications such as the wafer track used to coat light-sensitive photoresist onto wafers in the
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photolithography process, as well as high temperature furnaces and stations used for liquid chemical processes,
called wet stations or wet benches.

We have |been the market leader in the equipment automation segment since the mid-1990’s according to
Gartner Dataquest.

Factory Au{amation Hardware

We believe that the complexity and expense of semiconductor manufacturing, especially for leading edge
advanced fabs, require that all aspects of processing be automated in order to drive down costs, reduce cycle
times and increase yields. Hardware used in factory automation includes automated material handling
systems, or AMHS, that transports batches of wafers throughout the fab between different process tools and
stocking locations and provide storage systems, called stockers, for wafers. Other types of automation
hardware needed are wafer sorting equipment also known as sorters, macro-inspection equipment and
photolithography automation equipment used primarily for reticle handling, inspection and storage.

Many modern fabs are laid out in a series of processing rooms or bays that contain similar equipment.
Process engineers recognized early in the history of semiconductor manufacturing that human handling of
wafer carriersior wafers was a significant source of defects and errors. Automating the transport and handling
of wafers to reduce or eliminate human handling created a market for factory automation. For 200mm fabs,
AMHS was widely adopted for inter-bay transport only. AMHS consists of rails that are attached to the
ceilings in the main aisles between bays on which cars transport the wafer carriers to a stocker at the head of a
bay. These stockers automated the storage and retrieval of the carriers. Virtually all the movement of
materials within a bay, or intra-bay transport, is done manually in 200mm fabs — operators carry the cassette
or SMIF pod from the stocker to a process tool. As wafer sizes have become larger, carriers have become
heavier and the value per wafer has increased significantly, resulting in the need for intra-bay automation
systems for transporting wafers directly to and from a tool or stocker. These fully automated systems have
become the standard method of transport for 300mm manufacturing. Having the capability of tool-to-tool or
tool-to-stocker delivery versus the stocker-to-stocker approach used in 200mm manufacturing eliminates the
manual handling of carriers by operators.

Identification of carriers such as SMIF pods and FOUPs has become critical with increased automation.
Currently two main technologies are in use, infrared, or IR, and radio frequency, or RF, to identify and track
the carriers. IR is used widely in 200mm SMIF fabs, while RF has emerged as the identification technology of
choice for 300mm.

Wafer sorters and inspection systems are other technologies which minimize human interaction with
product wafers. It is a common requirement in a fab to frequently identify each wafer in a batch, transfer
wafers between cassettes or FOUPS, or change a wafer’s slot position within cassettes. Sorters are used to
perform these tasks in order to reduce or eliminate human handling of wafers.

The semiconductor process requiring the largest capital investment is photolithography, or lithography,
and the related photomask, also called a reticle. A process tool called a lithography stepper exposes ultraviolet
light through, the photomask to print a circuit pattern on a wafer that has been coated with light-sensitive
photoresist. This lithography process is repeated numerous times over the course of the semiconductor
manufacturing process. Each lithography step requires a unique reticle. The capital expenditure for a set of
reticles to mzjmufacture one type of IC in a fab can exceed $1 million. In order to protect its investment in
reticles, fabs are turning more towards automating the storage, inspection and handling of reticles, represent-
ing a growing opportunity in the area of lithography automation. ‘

We became the market share leader in the factory automation hardware segment for the first time in
calendar 2002, according to Gartner Dataquest.




Factory Automation Software
We are a leading provider of software for:

« manufacturing execution systems, or MES, used within one factory or to manage multiple sites, for
manufacturers of discrete products;

» factory and supply chain logistics applications such as simulation, scheduling and dispatching;
* integrating equipment with factory management systems;

« advanced process control; and

« data analysis and management for factory and enterprise performance monitoring.

‘ In addition, we provide the necessary training, consulting and other services required by customers to
successfully implement and use our software.

The production of semiconductors is arguably one of the most complex manufacturing environments in
the world. Factory automation software has played an important role in semiconductor manufacturing since
the 1970’s. Computer integrated manufacturing was conceived to control the work flow of a process, gather
data and track product in a fab, and to measure and analyze fab performance in order to assist in production
and business decisions.

Similar to the MES applications, other software packages were developed by various companies to meet
fab requirements, ranging from communicating with and controlling process equipment to factory modeling,
scheduling, automated dispatching, planning and data analysis. Industry standards that established protocols
for equipment to communicate with a host computer system, and other protocols, paved the way for
equipment to be connected online to fab management systems such as the MES, enabling full automation
when further integrated with the material handling systems, automated dispatching applications and other
software. We entered the factory automation software market through an acquisition strategy aimed at
consolidating a number of applications into an integrated software suite.

As semiconductor manufacturing moves towards full automation, factory automation software takes on
even more importance. The MES software is required to model and store in its database nearly every resource
in the fab — production lots, wafers, non-production wafers, equipment, recipes, process plans, operators,
engineers, durable goods such as carriers, reticles, and so forth. The MES contains the real-time status of
every item so that, as an example, fab managers can track the location of virtually any production lot or the
state of virtually any process tool such as running, idle, down, etc. More importantly, this information is
available to other software applications so that dispatching decisions, reports, alarms, data analysis and
machine commands can be executed automatically.

We believe it is critical that the major software applications are integrated together to provide an overall
solution that meets the increasingly complex demands of automation. These solutions help increase
throughput, improve utilization of resources and factory performance, and reduce in-process inventory.
Although many of the software applications already have the ability to integrate to other applications or
systems, the implementation of individual pieces require services and consulting expertise from the software
providers. Services can range from training and best practices consulting to full integration services that
essentially deliver a turnkey solution to the customer.

The functionality of semiconductor MES software allowed it to be applied to other complex industries
that require tracking and control of work-in-process, such as in the manufacture of liquid crystal displays or
LCD, storage devices such as magnetic thin film heads, medical devices, and telecommunications fiber optics.
New markets are being opened for Brooks outside of the semiconductor industry as track and trace capabilities
become more in demand in various industries, driven in part by new government regulations like the Tread
Act. Likewise, simulation and modeling software can be used in a number of different industries where
logistics and planning are important, ranging from airport traffic control to theme park scheduling. Finally,
many engineering data analysis and statistical process control products are being used in complex manufactur-
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ing environments in addition to the semiconductor industry, such as LCD, precision electronics, automotive,
aerospace, and life sciences industries.

Software presents us with potential for growth outside of the semiconductor industry as we leverage our
offerings in the semiconductor industry to other industries where we believe the growing demand for real time
applications at both the manufacturing and enterprise levels creates new markets for our software. We already
have real time enterprise applications that address enterprise strategies and trends such as lean manufacturing,
enterprise performance management, supply chain execution, and closed loop automation.

We recognize the importance of providing best-in-class software as well as integrated systems in order to
become a leading automation supplier to the semiconductor and other industries. According to Gartner
Dataquest, in 2003 we were the largest software product supplier in fab automation and the second largest
supplier in software and services in fab automation.

Products
Equipment Automation Products and Systems

We classify our equipment automation offerings as either modules or systems. Modules are discrete
components such as robots and aligners while systems are pre-integrated assemblies such as the cluster tool
platform that may consist of a number of modules provided by us or other suppliers. We provide automation
modules and $ystems for vacuum and atmospheric equipment as well as tool control software, mini-
environment products, calibration and alignment products, and high-precision airflow controls ‘primarily for
the semiconductor industry. Other industries that we serve in this segment of the market include I.CD and
data storage. We use a common architecture in the design and production of systems and modules. Shared
technologies and common software controls enable us to respond to changing industry demands, such as
processing larger 300mm semiconductor wafers. Our OEM customers have the option of either buying
individual modules from us and assembling their own systems in-house, or buying the entire automation
system from us, pre-assembled, tested and certified from our factory. Also included in this segment is the
assembly and irnanufacturing of customer designed automation systems, known as contract automation
systems.

The major modules we offer are vacuum robotics, atmospheric robotics, wet robotics and loadport
modules.

Vacuum nilodules include:

° Magna’fran 7, a family of robots used in vacuum processes such as CVD, PVD and etch;
. VacuTrén, the legacy vacuum robot product line; and

. MagnaTiran 8, a new family of robots that addresses the needs of specific customers.

Our atmosiphcric robot modules include:

+ Reliance, a family of 3-, 4-, and S5-axis robots; and

* 407, a legacy atmospheric robot with a large installed base of customers.

We also offer modules for wet processing, i.e., processes that utilize liquid chemicals such as acid baths
for removing material from wafer surfaces, developers for photoresist and cleaning stations. The products we
offer include:

° AquaTrén 7 wet robot;
» Reliance 8, a new family of wet robots for CMP; and

» WetBot, a legacy wet robot.
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Modules for LCD process tools include:
* MagnaTran 70 series vacuum robots for Gen3, Gen4 and GenS glass technologies; and
e DLX and SLX vacuum robots for Gen6 and Gen7 technologies.

Also within the category of modules sold to OEMs are 300mm FOUP loadports. SMIF loadports, which
are primarily sold to factories directly, are described under the factory automation hardware products. Our
loadport modules include:

« FixLoad 6M, a new 300mm loadport;

+ FixLoad 5, a legacy 300mm loadport; and

» SMIFLoad, a 200mm SMIF loadport.

Vacuum systems for semiconductor manufacturing that we offer include:

* Gemini Express, a platform for vacuum cluster tools;

 InLine Express, a platform for linear, or in-line, tool configurations;

e Marathon Express, our legacy cluster tool platform; and

» Custom systems, typically a customer-designed system with our modules.
Atmospheric systems we offers include:

» Fab Express, an EFEM for 300mm and 200mm wafer sizes;

« Atmospheric Express, a controlled environment atmospheric cluster tool for 200mm and smaller
wafers; and

+ Custom systems, typically a customer-designed system with our modules.
For the LCD market, our systems offerings include:
» Hercules Express, a cluster tool platform; and
+ Bali 400, an EFEM for LCD process tools.
Modules typically account for half of our revenues in equipment automation, while the remainder is
generated from systems.
Factory Automation Hardware

We sell factory automation hardware directly to the semiconductor manufacturers and address their
requirements for transport, storage, wafer handling, tracking and inspection. We provide the AMHS to
transport and store both wafers and reticles for 200mm and 300mm fabs. We also offer multi-cassette sorting
systems and macro-inspection equipment, and advanced lot tracking systems that use either IR or RF
technology to enable semiconductor manufacturers to monitor the exact location of work-in-process in their
factory.

The first generation 300mm AMHS offerings generally had segregated inter-bay, intra-bay and stocker
modules, managed by the material control software. We introduced a new generation product in July, 2003,
the OneFab AMHS, which provides a unified system using a common layout for both inter-bay and intra-bay,
and includes the following:

» AeroLoader IV vehicles with bi-directional capability for transporting FOUPs throughout the fab and
directly loading and unloading process tools;

o Tracks, straight and curved overhead monorail tracks on which the vehicles travel;

+ Turntables, rotating mechanisms that join multiple tracks;
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o UTS, dr under-track storage;

« UTS Carousel stockers for automated storage and retrieval;

o OLUS, or Operator Load-Unload Station; and

« AMHSworks software for material control.

Our AMHS offerings for 200mm include:

° AeroTrék vehicles for inter-bay transport;

° Tracks,i straight and curved overhead monorail tracks on which the vehicles travel;

» Turntables, rotating mechanisms that join multiple tracks;

TurboStockers for automated storage and retrieval;

. TurboStocker XT for inter-floor transport and storage; and

. TransN’et software for material control.

Our wafer sorting products include:

. MapTrjak Express, our 300mm wafer sorter that can handle multiple cassettes;

« Advanced Programmable Sorter for open cassettes and 200mm SMIF pods; and

e A vaﬁéty of offerings for smaller wafer sizes and different technologies.

Lithograpihy automation solutions for reticle inspection, storage and management include:
° Guardi?n Bare Reticle Stocker for storing reticles; and

o Zaris, cjmr reticle sorting, cleaning and macro-inspection tool.

In additidn, our AMHS systems are capable of transporting reticles between stockers and lithography
tools.

We provicjie 200mm SMIF products directly to factory customers, including:

. ErgoSﬁeed I1 loadport for 200mm SMIF that complements a number of other SMIF products that we
provides to our customers;

« IRIDnet, a tracking system utilizing infra-red technology; and
+ Custom mini-environments and tool enclosures.

Automated ID and tracking of carriers in a 300mm fab is provided by our RFID readers.

Factory Automation Software

We offer a range of products, from MES that manage the operations of an entire fab, to logistics software
for scheduling and coordinating work flow, to individual software packages designed to meet specific
requirements such as preventive maintenance systems for equipment. We also offer integrated systems that
incorporate our software on an open architecture to deliver factory automation solutions tailored specifically
for customers iwithin the context of their industry.

Our software also provides the capabilities to tie fab software systems into the enterprise and supply chain
with planning and logistics software applications. We provide business system integration modules to provide
integration between our manufacturing applications and business systems from SAP, Oracle, Peoplesoft
(JD Edwards) and others. Real-time dispatching and factory scheduling applications can be used to drive
manufacturing according to a customer’s best practices. Automation and job management functions help to
control manufacturing workflow and automate decision-making across multiple computer integrated manufac-
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turing systems. Simulation software allows manufacturers to model and analyze the use and performance of
their tools, systems and overall manufacturing environment.

Our MES products span a wide spectrum of factory requirements. Our offerings include:

» FACTORYworks, a high-end MES that is flexible and highly configurable and can be tailored to meet
the advanced requirements of complex operations such as 300mm manufacturing; and

» Promis Systems, with its mature off-the-shelf functionality and large installed base, more suitable for
customers who do not require extensive customization of functionality.

We have built our software suite of applications by acquiring and developing products that complement
our MES offerings. Products for equipment integration utilizing the SECS protocol include:

CELLworks-Grapheq, 2 UNIX-based cell controller;

* WinSECS, a Windows-based equipment integration package;

» STATIONworks, a Windows-based station control system; and

» FAbuilder, a Windows-based cell controller.

Real-time execution systems and logistics software include:

« RTD, real-time dispatcher;

« APF Reporter for factory performance reporting and analysis;

 Activity Manager for coordinating workflow between the transport system and MES;
» AutoSched for simulation and planning of workflow; and

» CLASS-MCS for transport control that provides an equipment-neutral software system to manage and
control material handling equipment including AMHS systems, conveyors, wafer and reticle stockers,
and inter-floor lift devices in clean room environments.

We have recognized the growing need for process optimization and advanced process control, APC, in
modern fabs. Our offerings for these requirements include:

« Patterns for fault detection and classification;
« SEMY Sentinal and ARRC for cell control and run-to-run control applications; and
+ iProcess for factory-wide process and tool health monitoring.

Engineering data analysis is another important requirement for managing a fab. We offer products that
provide extensive data analysis and statistical process control, or SPC, including:

+ SPACE, a module for real-time SPC;
s ENGINEERINGworks for engineering data collection and data analysis; and
+ RS Series and Cornerstone for design of experiments and statistical analysis.

We offer unique industry-specific systems that address the comprehensive needs of the customers who
prefer a total solutions approach from one supplier, including:

« 300works for 300mm manufacturers; and
» LCDworks for LCD manufacturers.
These offerings provide applications built around our products.

Our software supports a wide range of manufacturing environments, from manual and semi-automated to
fully automated operations. In deploying our solutions, manufacturers worldwide have seen improvements in
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i
their cycle times, yields, work-in-process levels, customer responsiveness and fulfillment, plant utilization, and
their return-on:manufacturing-assets.

In addition to software packages, we offer comprehensive solutions delivery, training, consulting and post-
implementation services designed to empower our customers to realize the capabilities of our products and
solutions. ‘

Customers

We sell Oljll‘ products and services to nearly every major semiconductor chip manufacturer and OEM in
the world, including all of the top ten chip companies and nine of the top ten equipment companies. In the
equipment automation segment, our customers are primarily OEMs. Our factory automation software and
hardware customers are primarily semiconductor manufacturers, along with companies who are in the LCD,
data storage an:d other similar industries. We have major customers in the United States, Europe and Asia.
We expect international revenues to continue to represent a significant percentage of total revenues. Our
industry is seei}ng an increasing business shift to Asia. See Note 16, “Segment and Geographic Information”
of Notes to the] Consolidated Financial Statements for further discussion of our sales by geographic region and

revenue, income and assets by financial reporting segment.

Relativelyi‘ few customers account for a substantial portion of our revenues, with the top twenty customers
accounting for slightly more than fifty percent of our business in fiscal 2004. We do not have any single

customer who makes up more than ten percent of our overall revenue.

Sales, Marketfmg and Customer Support

We market and sell our equipment and factory automation hardware and software in the United States,
Asia and Europe through our direct sales organization. The sales process for our products is often multilevel,
involving a team comprised of individuals from sales, marketing, engineering, operations and senior manage-
ment. In many cases a customer is assigned a team that engages the customer at different levels of its
organization to facilitate planning, provide product customization where required, and to assure open
communication and support.

Our marketing activities include participation in trade shows, delivery of seminars, participation in
industry forums, distribution of sales literature, and publication of press releases and articles in business and
industry publiéations. To enhance communication and support, particularly with our international customers,
we maintain séles and service centers in the United States, China, Japan, South Korea, Taiwan, Singapore,
Malaysia, the United Kingdom and Germany. These facilities, together with our headquarters, maintain local
support capability and demonstration equipment for customers to evaluate. Customers are encouraged to
discuss the features and applications of our demonstration equipment with our engineers located at these

facilities. |
|

We also provide services to assist customers, including the installation of hardware products, software
implementation, product training, consulting and on-site support. We strive to provide world-class support to
our customers|to help make them successful users of our products through:

« Telephone technical support;
« Direct training programs;
» User symposia and seminars; and

|
» Operating manuals and other technical support information for our products.

We maintain spare parts inventories in regional hubs to enable our personnel to serve our customers and
to service ouriproducts more efficiently.
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Competition
Equipment Automation

The semiconductor and LCD process equipment manufacturing industries are highly competitive and
characterized by continual changes and improvements in technology. The majority of equipment automation
is still done in-house by OEMSs. As a result, we believe that our primary opportunity in this area is from the
larger semiconductor and LCD OEMs that currently satisfy their substrate handling needs in-house rather
than by purchasing them from an external supplier such as us. For example, Applied Materials, the leading
process equipment OEM, develops and manufactures a majority of its own central vacuum wafer handling
systems and vacuum modules. Our competitors among external suppliers are primarily Japanese companies
such as Daihen, Daikin and Yaskawa.

Equipment automation suppliers of atmospheric modules and systems that compete with us are Asyst,
Hirata, Kawasaki, Newport, Rorze, TDK and Yaskawa.

We believe our customers will purchase our equipment automation products as long as we continue to
provide the necessary throughput, reliability, contamination control and accuracy for their advanced process-
ing tools at an acceptable price point. We believe that we have very competitive offerings with respect to all of
these factors; however, we cannot guarantee that we will be successful in selling our products to OEMs who
currently satisfy their automation needs in-house or from other independent suppliers, regardless of the
performance or the price of our products.

In addressing the Asian markets, we may be at a competitive disadvantage to local suppliers.

Factory Automation Hardware

We believe that the competitive factors in the factory automation hardware market are technical
capabilities, reliability, price/performance, ease of integration and global sales and support resources. We
believe that our solutions compete favorably with respect to all these factors.

In the AMHS market, we encounter direct competition primarily from Asyst-Shinko, Daifuku and
Murata. These competitors have a particularly strong presence in Japan, which places us at a disadvantage in
the Japanese market. All three competitors have viable and similar offerings for 300mm, which in turn places
pressure on pricing and potentially reduces profitability. We have introduced a new product, the OneFab
AMHS, which is designed to put a premium on the software utilized to meet system requirements while
simplifying and reducing the hardware.

Asyst, RECIF and Rorze are our chief competitors in the wafer sorter market. We believe we are able to
compete in this market when comparing the technical capabilities of our products against those of our
competitors. We are currently supporting our installed base for our sorter products and are opportunistically
pursuing future business where it supports our overall strategic and financial objectives.

Competition in the lithography automation market is still emerging, while our chief competitor in SMIF
opportunities is Asyst.

Factory Automation Software

We believe that the primary competitive factors in the end-user market for factory automation software
are product functionality, degree of integration with other applications, compatibility of hardware and software
architecture, price/performance, ease of implementation, cost of ownership, vendor reputation and financial
stability. We believe our products compete favorably with other systems with regards to the factors listed
above due to the unique nature of the factory automation software segment. We also believe that the relative
importance of these competitive factors may change over time.

We experience direct competition in the factory automation software market from various companies,
including Applied Materials, Camstar, Hewlett Packard, IBM and numerous small independent software
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companies. In|some cases, we are able to sell our software products to our direct competitors. For example,
Daifuku uses our software to control the operations of their AMHS hardware.

Many customers purchase software products from more than one supplier. Even in cases where a
competitor is #elected over us for a particular application, we may still gain substantial business with that
customer since our product offerings cover a wide range of requirements and are considered best-in-class for
many applications.

In advanced fabs, a greater burden is placed on software and implementation of increasingly complex
automation applications, resulting in a critical need for integration of many different software and hardware
components. We compete against large organizations such as IBM and Hewlett Packard to deliver complete
solutions for customers;, however in other cases, we cooperate with those same companies to create a
partnership for delivering solutions to customers. Sometimes when we subcontract our products and services to
another company, our ability to win business is highly dependent on the success of the prime contractor with
whom we havcje partnered.

Research and fDevelopment

Our resez;irch and development efforts are focused on developing new products and services as well as
further enhancing the functionality, degree of integration, reliability and performance of our existing products.
Our engineering, marketing, operations and management personnel have developed close collaborative
relationships with many of their counterparts in customer organizations and have used these relationships to
identify markq’t demands and focus our research and development investment to meet those demands. With
the rapid pace of change that characterizes semiconductor technology it is essential for us to provide high-
performance and reliable products in order for us to maintain our leadership position. Software in particular
represents a tjl»usiness that relies heavily on research and development resources to develop, enhance and

support our products.

Manufacturin%g

Manufacturing is one of our core competencies. Our manufacturing operations are used for product
assembly, integration and testing. We have adopted quality assurance procedures that include standard design
practices, component selection procedures, vendor control procedures and comprehensive reliability testing
and analysis !to assure the performance of our products. Our three major manufacturing facilities in
Chelmsford, Massachusetts; Jena, Germany; and Kiheung, Korea are ISO 9001 certified.

We utilize a just-in-time manufacturing strategy, based on the concepts of demand flow technology, for a
large portion of our manufacturing process. We believe that this strategy coupled with the outsourcing of non-
critical components such as machined parts, wire harnesses, PC boards, etc. reduces fixed operating costs,
improves working capital efficiency, reduces manufacturing cycle times and improves flexibility to rapidly
adjust our préduction capacities. While we often use single source suppliers for certain key components and
common asseimblies to achieve quality control and the benefits of economies of scale, we believe that these

parts and materials are readily available from other supply sources.

We have established a subsidiary in India to provide low cost off-shore engineering resources for
sustaining ma}ture software products. As a result, our core staff of software engineers should be better enabled
to focus on research and development of new technology and enriching the functions of currently active
products.

Patents and ]i’roprietary Rights

We rely upon patents, trade secret laws, confidentiality procedures, copyrights, trademarks and licensing
agreements to protect our technology. Due to the rapid technological change that characterizes the
semiconductor and flat panel display process equipment industries, we believe that the improvement of
existing technology, reliance upon trade secrets and unpatented proprietary know-how and the development of
new products/may be as important as patent protection in establishing and maintaining competitive advantage.
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To protect trade secrets and know-how, it is our policy to require all technical and management personnel to
enter into nondisclosure agreements. We cannot guarantee that these efforts will meaningfully protect our
trade secrets.

We have obtained patents and will continue to make efforts to obtain patents, when available, in
connection with our product development program. We cannot guarantee that any patent obtained will provide
protection or be of commercial benefit to us. Despite these efforts, others may independently develop
substantially equivalent proprietary information and techniques. As of September 30, 2004, we have obtained
202 United States patents and had 61 United States patent applications pending on our behalf. In addition, we
have obtained 243 foreign patents and had 250 foreign patent applications pending on our behalf. Our United
States patents expire at various times from March 2005 to April 2022. We cannot guarantee that our pending
patent applications or any future applications will be approved, or that any patents will not be challenged by
third parties. Others may have filed and in the future may file patent applications that are similar or identical
to ours. These patent applications may have priority over patent applications filed by us.

We have successfully licensed our FOUP load port technology to several companies and continue to
pursue the licensing of this technology to more companies that we believe are utilizing our intellectual
property.

There has been substantial litigation regarding patent and other intellectual property rights in the
semiconductor and related industries. We have in the past been, and may in the future be, notified that we
may be infringing intellectual property rights possessed by other third parties. We cannot guarantee that
infringement claims by third parties or other claims for indemnification by customers or end users of our
products resulting from infringement claims will not be asserted in the future or that such assertions, if proven
to be true, will not materially and adversely affect our business, financial condition and results of operations. If
any such claims are asserted against our intellectual property rights, we may seck to enter into a royalty or
licensing arrangement. We cannot guarantee, however, that a license will be available on reasonable terms or
at all. We could decide in the alternative to resort to litigation to challenge such claims or to attempt to design
around the patented technology. Litigation or an attempted design around could be costly and would divert our
management’s attention and resources. In addition, if we do not prevail in such litigation or succeed in an
attempted design around, we could be forced to pay significant damages or amounts in settlement. Even if a
design around is effective, the functional value of the product in question could be greatly diminished.

We acquired certain assets, including a transport system known as IridNet, from the Infab division of
Jenoptik AG on September 30, 1999. Asyst Technologies, Inc. had previously filed suit against Jenoptik AG
and other defendants, or collectively, the defendants, in the Northern District of California charging that
products of the defendants, including IridNet, infringe Asyst’s U.S. Patent Nos. 4,974,166, or the ‘166 patent,
and 5,097,421, or the ‘421 patent. Asyst later withdrew its claims related to the ‘166 patent from the case.
Summary judgement of noninfringement was recently granted in that case by the District Court and
judgement was issued in favor of Jenoptik on the ground that the product at issue did not infringe the asserted
claims of the ‘421 patent. Asyst has appealed the adverse judgment and the case is being heard at the Federal
Circuit Court.

We had received notice that Asyst might amend its complaint in this Jenoptik litigation to name us as an
additional defendant, but no such action was ever taken. Based on our investigation of Asyst’s allegations, we
do not believe we are infringing any claims of Asyst’s patents. We intend to continue to support Jenoptik to
argue vigorously, among other things, the position that the IridNet system does not infringe the Asyst patent.
If Asyst prevails in its appeal and ultimately in its case against Jenoptik, Asyst may seck to prohibit us from
developing, marketing and using the IridNet product without a license. We cannot guarantee that a license
would be available to us on reasonable terms, if at all. If a license from Asyst were not available, we could be
forced to incur substantial costs to reengineer the IridNet product, which could diminish its value. In any case,
we could face litigation with Asyst. Jenoptik has agreed to indemnify us for any loss we may incur in this
action.

In addition, Asyst made assertions in approximately 1995 that certain technology employed in products
manufactured and sold by Hermos Informatik GmbH infringed one or more of Asyst’s patents. We acquired
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Hermos in July 2002. To date Asyst has taken no steps to assert or enforce any such rights against us, and to
our knowledge, Asyst never commenced enforcement proceedings against Hermos prior to its acquisition by
us. Should Asyst seek to pursue any such claims against Hermos or us, we would be subject to all of the
business and litigation risks identified in the preceding paragraph.

In connection with the acquisition of the e-Diagnostics product business in June 2001, we could have
been required to make additional cash payments of up to a maximum of $8.0 million under certain conditions.
We entered into an agreement with KLA-Tencor, Inc. in August 2004 which allows both companies to jointly
own the software in exchange for a release from future payment of any consideration under the original
agreement.

Backlog

Backlog for our products as of September 30, 2004, totaled $157.7 million as compared to $112.7 million

at September 130, 2003. Backlog consists of purchase orders for which a customer has scheduled delivery

within the next 12 months. Backlog for our equipment automation segment, factory automation hardware
segment, factc;ry automation software segment and other segment was $101.3 million, $30.7 million,
$24.7 million elmd $1.0 million, respectively, at September 30, 2004. Orders included in the backlog may be
cancelled or rescheduled by customers without significant penalty. Backlog as of any particular date should not
be relied upon ‘as indicative of our revenues for any future period. A substantial percentage of current business
generates no backlog because we deliver our products and services in the same period in which the order is

received.

Employees

At September 30, 2004, we had approximately 1,900 employees. During fiscal 2004 we reduced
approximately |60 employees in overhead capacities and offset these reductions with additions -of principally
direct labor in order to meet increased demand. We believe our future success will depend in large part on our
ability to attract and retain highly skilled employees. Approximately 130 employees in our Jena, Germany
facility are covered by a collective bargaining agreement. We consider our relationships with our employees to

be good.

Available Infoirmation

Our Internet website address is http://www.brooks.com. Through our website, we make available, free of
charge, our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and
any amendments to those reports, as soon as reasonable practicable after we electronically file such material
with, or furnish it to, the SEC. These SEC reports can be accessed through the investor relations section of
our website. The information found on our website is not part of this or any other report we file with or furnish
to the SEC.

Gartner Infonination

Informati;on contained in this annual report on Form 10-K attributable to Gartner, Gartner Dataquest or

Dataquest as |reflected in their 2003 Semiconductor Manufacturing Equipment Market Share Analysis
published in April 2004 represents Gartner’s estimates and we make no representation that this information

represents facts.

Item 2. Properties

Our corp?rate headquarters and primary manufacturing/research and development facilities are currently
located in three buildings in Chelmsford, Massachusetts, which we purchased in January 2001. We have a
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lease on a fourth building in Chelmsford adjacent to the three that we own. In summary, we maintain the
following active facilities:

Square Footage Ownership Status/Lease
Location Functions (approx.) Expiration
Chelmsford, Massachusetts . .. Corporate headquarters, 295,000 Owned
training, manufacturing,
hardware and software R&D
Chelmsford, Massachusetts ... Manufacturing, training, 93,000 September 2014
warehouse
Jena, Germany ............. Manufacturing, R&D 54,500 Several Leases with terms
hardware, sales, support, that end through December
training (S buildings) 2005
Salt Lake City, Utah ........ R&D software, training 46,900 September 2006
Mountain View, California ... Sales and support, R&D 31,000 January 2005
hardware and software
Kiheung, South Korea....... Manufacturing, R&D 28,400 September 2005 (with
hardware, sales and support mutual 90 day termination
right)
Phoenix, Arizona ........... R&D hardware and software 19,500 Owned
Toronto, Canada............ R&D software, sales and 19,000 November 2006
support

Our equipment automation and factory automation hardware segments utilize the facilities in Massachu-
setts, California, South Korea, and Germany. Cur factory automation software segment utilizes facilities in
Massachusetts, Utah, Arizona, and Canada. Our other segment utilizes our facilities in Massachusetts. We
have leased approximately 55,600 square feet in San Jose, California to which we will relocate our Mountain
View, California operations at the conclusion of the lease on that facility.

We maintain additional sales, support, service, and training offices in the United States (New York,
North Carolina, Pennsylvania, Texas, Vermont), and overseas in Europe (France, Germany, UK), as well as
in Asia (Japan, China, Malaysia, Singapore, South Korea, India and Taiwan) and the Middle East (Israel).

As a result of our restructuring activities, there are a number of properties that are owned or leased by us
that we do not use or occupy at this time. These vacant properties include a total of approximately
184,000 square feet of a mix of office space and manufacturing/research and development space located
principally in Massachusetts. We actively explore options to market these surplus properties for sublease or
sale or to negotiate early termination agreements for the leases in question. In addition to the property above,
we classify an additional 234,500 square feet of space as sub-leased office and flexible use space. Additionally,
we own a 23,000 square foot building in Bountiful, Utah, which is fifty percent sub-leased.

Item 3. Legal Proceedings

We are not a party to any material pending legal proceedings. See “Patents and Proprietary Rights,” in
Part 1, Item 1, “Business,” for a description of certain potential patent disputes.

Item 4. Submission of Matters to a Vote of Security Holders

During the quarter ended September 30, 2004, no matters were submitted to a vote of security holders
through the solicitation of proxies or otherwise.

15




PART Ii

Item S. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of
Equity Securities

Our common stock is traded on the Nasdaq National Market under the symbol “BRKS”. The following
table sets forth, for the periods indicated, the high and low close prices per share of our common stock, as
reported by thé Nasdaq National Market:

_High —_TLow

Fiscal year ended September 30, 2004
First qUarter .. ....... .. o i $27.22  $19.56
SeCON QUATTET & . .\ttt ettt ittt e e e $27.30  $17.80
T $23.01  $16.50
FOUIth [QUATTET . ..\t te ettt e e e et e ettt e $18.72 $11.62

Fiscal year ended September 30, 2003
First QUarter .. .........oiiiii i $1580 §$ 8.95
Second qQUATTEE . .. ..o ot $1343 $ 8.76
Third QUAITET . ...ttt e e $12.66 $ 7.59
Fourthiquarter ........ ... .. .. i i $27.68 $11.59

Number of Holders

As of De;cember 1, 2004, there were 772 holders on record of our common stock.

Dividend Poﬂi;cy

We have|never declared or paid any cash dividends on our capital stock and do not plan té pay any cash
dividends in the foreseeable future. Qur current policy is to retain all of our earnings to finance future growth.
In addition, we have never declared or issued any stock dividends on our capital stock and do net plan to issue
any stock d1v1dcnds in the foreseeable future.

Isswance of Unregnsteredl Commeon Steck

On August 28, 2003, we issued 34,433 shares of our common stock, and on February 17, 2004, we issued
an additional| 71,734 shares of our common stock of the 140,600 shares reserved for issuance under the
acquisition agreement of Intelligent Automation Systems, Inc. and IAS Products, Inc. Under the acquisition
agreement, 34,433 shares remain reserved for issuance over the next year. The common stock issued and
reserved for i 1ssuance in this transaction was sold in reliance upon the exemptions from registration set forth in
Section 4(2) of the Securities Act of 1933 to sales by an issuer not involving any public offering. The shares in
this transaction have been registered for resale pursuant to an effective registration statement on Form S-3.
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Item 6. Selected Financial Data

The selected consolidated financial data set forth below should be read in conjunction with our
consolidated financial statements and notes thereto and “Management’s Discussion and Analysis of Financial
Condition and Results of Operations,” appearing elsewhere in this report.

Year Ended September 30,
2004(7) 2003(1) (2)(8) 2002(3) (9) 2001(4) 2000(5) (6)
{In thousands, except per share data)

Revenues........................... $539,769 $ 343,610 $ 304,254 $381,716  $337,184
Grossprofit ... $204,324 $ 103,666 $ 83,044 $152,384  $160,725
Income (loss) from operations......... $ 31,404 $(158,398)  $(627,818) $(43,904) §$ 20,084
Income (loss) before income taxes and

minority interests .................. $ 25,985 $(180,640) $(627,412) $(36,523) §$ 28,444
Net income (loss) ................... $ 17,721 $(185,760)  $(719,954) $(29,660) $ 15,109
Accretion and dividends on preferred

SOCK .. $ — S — 3 — $ % $ 120
Net income (loss) attributable to

common stockholders............... $ 17,721 $(185,760)  $(719,954) $(29,750) $ 14,989
Basic earnings (loss) per share......... $ 041 $§ (505 $ (2790) § (165 $ 096
Diluted earnings (loss) per share....... $ 041 $ (505 $ (2790) $ (165 $ 0.88
Shares used in computing basic earnings

(loss) pershare ................... 43,006 36,774 25,807 18,015 15,661
Shares used in computing diluted

earnings (loss) per share............ 43,469 36,774 25,807 18,015 17,192

As of September 30,
2004 2003 2002 2001 2000(6)
{In thousands)

Totalassets ..............ooiieiiiiinn.. $671,039  $493,245  $657,497 $709,704  $519,786
Working capital .. ........................ $294,137  $135,156  $176,338  $282,163  $306,836
Notes payable and revolving credit facilities .. $ — 8 — 3 — $17,122  § 16,350
Current portion of long-term debt and capital

lease obligations ....................... $ 1 $ 9% $ 8 § 392 § 524
Convertible subordinated notes due 2008 ..... $175,000 $175,000 $175,000 $175,000 § —_
Long-term debt and capital lease obligations

(less current portion) ................... $ 14 $ 25 8 177§ 31§ 332
Redeemable convertible preferred stock. .. ... $ —  § —  $ — 8 — $ 2,601
Stockholders’ equity ...................... $312,895 $162,830  $308,235  $424,169 $415,284

Year Ended September 30, 2004
First Second Third Fourth
Quarter Quarter Quarter Quarter(7)
(In thousands, except per share data)

REVEIUES . . oot e $82,546 $137,984 $155,234  $164,005
Gross profit. . ..ot e $30,245 $ 50910 § 57,861 $ 65,308
Net income (los8) .. ..o $(8,869) § 6,232 §$ 12328 § 8,030
Basic earnings (loss) pershare ........................ $ (023) $ 014 $ 028 § 0.18
Diluted earnings (loss) per share ...................... $(023) $ 014 $ 027 § 0.8
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Year Ended September 30, 2003(1)

First Second Third Fourth
Quarter Quarter(2) Quarter(2) ‘ Quarter(2) (8)

(In thousands, except per share data)

Revenues........... ... ... .. il $ 84,855 $ 92,964 § 84,045 $ 81,746

Gross profit ... .ottt e $ 24374 $ 24,652 § 27,594 $ 27,046
Net loss . ... ‘ e e e e e $(70,986) $(28,801) $(36,434) $(49,539)
Basic and dilu}‘ted losspershare .................... $ (195 $ (079) $§ (099) § (1.33)

(1) Amounts| include results of operations of Microtool, Inc. (acquired October 9, 2002) for the periods
subsequept to its acquisition.

(2) Amountsf include our share of the results of operations of Brooks Switzerland (disposed May 16, 2003) in
accordanjce with the equity method of accounting, for the periods subsequent to its disposition.

(3) Amounts include results of operations of Hermos Informatik GmbH (acquired July 3, 2002); PRI
Automation, Inc. (acquired May 14, 2002); Intelligent Automation Systems, Inc. and IAS Products, Inc.
(acquired February 15, 2002); Fab Air Control (acquired December 15, 2001); the Automation Systems
Group of Zygo Corporation (acquired December 13, 2001); Tec-Sem A.G. (acquired October 9, 2001)
and General Precision, Inc. (acquired October 5, 2001) for the periods subsequent to their respective
achISltlonS

(4) Amounts include results of operations of SEMY Engineering, Inc. (acquired February 16, 2001), the
KLA e- Dlagnostlcs product business (acquired June 26, 2001), CCS Technology, Inc. (acquired
June 25,/2001) and SimCon N.V. (acquired May 15, 2001) for the periods subsequent to their respective
acquisitions

(5) Amounts include results of operations of the Infab Division of Jenoptik AG (acquired September 30,
1999); Auto Soft Corporation and AutoSimulations, Inc. (acquired January 6, 2000) and MiTeX
Solutlons (acquired June 23, 2000) for the periods subsequent to their respective acquisitions.

(6) Amounts have been restated to reflect the acquisition of Progressive Technologies, Inc. in a pooling of

interests| transaction effective July 12, 2001.
(7) Amountjs include $7.4 million for asset impairments.
(8) Amountjs include $40.0 million for asset impairments.
(9) Amounts include $479.3 million for asset impairments and $106.7 million for deferred tax write-offs.

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Certain statements in this Annual Report on Form 10-K constitute “forward-looking statements” which
involve known risks, uncertainties and other factors which may cause the actual results, our performance or
achievements to be materially different from any future results, performance or achievements expressed or
implied by such forward-looking statements such as estimates of future revenue, gross margin, and expense
levels as well as the performance of the semiconductor industry as a whole. Such factors include the “Factors
That May Affect Future Results” set forth in Management’s Discussion and Analysis of Financial Condition
and Results c‘)f Operations below. Precautionary statements made herein should be read as being applicable to

all related forward -looking statements whenever they appear in this report.

Overview

We are a leading supplier of automation products and solutions primarily serving the worldwide
semiconductor market. We supply hardware, software and services to both chip manufacturers and original
equipment manufacturers, or OEMs, who make process equipment for semiconductor manufacturing, Qur
offerings range from hardware and software modules to fully integrated systems and services. Although our
core busineés addresses the increasingly complex automation requirements of the global semiconductor
industry, we| are also focused on providing automation solutions for a number of related industries, including

flat panel display manufacturing, data storage and other complex manufacturing.
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We operate in three major segments: equipment automation, factory automation hardware and factory
automation software. Equipment or tool automation consists of hardware and software used on or within
process tools to move individual wafers in and out of a tool. Factory automation hardware consists of
equipment used inside the fab, but external to a process tool, to automate the handling of batches of wafers or
other material throughout the production floor, as well as specialized tools for automatically sorting, storing
and inspecting material. Factory automation software is used within a factory in computer integrated
manufacturing for controlling and managing production and resources in a fab. We sell our products and
services to nearly every major semiconductor chip manufacturer and OEM in the world, including all of the
top ten chip companies and nine of the top ten semiconductor equipment companies.

We are currently reviewing the capabilities within our Jena, Germany manufacturing facility. Certain
products and functions may be able to be produced and provided at lower costs through third party suppliers.
We are currently evaluating a variety of different alternatives in order to continue to increase efficiency and
reduce costs.

The semiconductor industry is cyclical in nature, and the market conditions indicate relatively flat to
declining demand. We are focusing our major efforts in the following areas:

¢ Sustaining our ability to meet our customers’ requirements on a timely basis through the implementa-
tion of flexible manufacturing processes while at the same time improving product quality, controlling
costs, and maintaining supply relationships that provide continuing, flexible access to essential
components and materials even as demand for our product fluctuates;

» Aligning costs and revenues to sustain profitable levels of operation, including positive operating cash
flow;

 Developing the products and services required for future success in the market and assuring that they
will be competitively priced,

 Greater expansion into other industries such as flat panel display manufacturing for our hardware
products as well as aerospace and defense, automotive, and medical devices for our software products;

» Expanding our sales of equipment automation products to process tool manufacturers that currently
produce automation equipment internally;

« Continuing to develop our contract automation systems business with process tool manufacturers;

+ Greater expansion of software development capabilities in countries outside of the United States,
specifically India;

+ Determining how best to improve our customer sales and support structure;
+ Evaluating the location of our manufacturing operations;
+ Evaluating our strategic direction and value of non-core products; and

» Improving the efficiency of our internal information and business systems, which could result in the
upgrade or replacement of certain applications.
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In fiscal 2004, our total revenues grew 57.1% to $539.8 million compared to 12.9% growth in fiscal 2003.
This increase )1s consistent with and reflective of increased industry demand for semiconductor capital

equipment in ﬁscal 2004. Our revenue by segment for fiscal 2004 and 2003 is as follows:
For the Year Ended September 30,

) 2004 2003
Equipment Automation .. ...........o.iiuiiiitii i $316,317 58.6% $172,604 50.2%
Factory Automation Hardware ........................... ... 99,157 18.4% 82,799 24.1%
Factory Automation Software............... ... .. oL, 119,579 22.1% 84,686 24.7%

Other....... e 4,716 0.9% 3,521 1.0%
$539,769  100.0% $343,610  100.0%

Our equipment automation revenues increased 83.3% from the prior year to $316.3 million. This increase
is primarily attributable to increased shipments to our OEM customer base as demand for these products from
these customers has increased due to a higher demand for semiconductor capital equipment. Our factory
automation hardware revenues increased 19.8% from the prior year to $99.2 million. This increase is also
reflective of industry trends of higher demand for semiconductor capital equipment during fiscal 2004, We
expect fiscal 2005 revenues for both our equipment automation and factory automation hardware segments to
decrease sllghtly from current levels as forecasted industry demand has softened. Our factory automation
software revenues increased 41.2% from the prior year to $119.6 million. The increase is primarily attributable
to increased market demand for our software products along with the completion and acceptance by the
customer of a major European software project in fiscal 2004. We expect fiscal 2005 revenues for our factory
automation software segment to slightly decline as compared to present levels due to forecasted increases in
base revenues being offset by the absence of the significant European software project recognized in fiscal
2004.

Gross margins increased 7.7 percentage points to 37.9% for fiscal 2004 in comparison to a 2.9 percentage
point increase in fiscal 2003. The increase is primarily attributable to our plant consolidation and other cost
reduction measures along with increased sales volumes resulting in more favorable absorption of fixed costs.
We expect our gross margins to remain relatively flat in the near term due to softening market demand not
enabling further efficiency gains.

Our revenue growth, improving gross margin and reduced operating costs resulted in net income of
$17.7 mllhom or $0.41 per diluted share in fiscal 2004 compared to a net loss of $185.8 million or $5.05 per
diluted share|in fiscal 2003. This improvement in operating results, combined with successful working capital
management, enabled us to generate $8.9 million of cash from operations in fiscal 2004 compared to cash
usage from o;perations of $48.3 million in fiscal 2003.

Related Parties

On June 11, 2001, we appointed Joseph R. Martin to our Board of Directors. Mr. Martin is also vice
chairman and a director of Fairchild Semiconductor International, Inc. (“Fairchild”), one of our customers.
Accordingly,| Fairchild is considered a related party for the period subsequent to June 11, 2001. Revenues from
Fairchild for|the years ended September 30, 2004, 2003 and 2002 were approximately $409,000, $250,000 and
$616,000, respectively. The amounts due from Fairchild included in accounts receivable at. September 30,
2004 and 2003 were $13,000 and $38,000, respectively.

Related party transactions and amounts ircluded in accounts receivable and revenue are on standard
pricing and contractual terms and manner of settlement for products and services of similar types and at
comparable volumes.

Critical Accfounting Policies and Estimates
The preparation of the Consolidated Financial Statements requires us to make estimates and judgments

that affect "the reported amounts of assets, liabilities, revenues and expenses, and related disclosure of
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contingent assets and liabilities. On an ongoing basis, we evaluate our estimates, including those related to bad
debts, inventories, intangible assets, goodwill, income taxes, warranty obligations, the adequacy of restructur-
ing reserves and contingencies. We base our estimates on historical experience and on various other
assumptions that are believed to be reasonable under the circumstances, including current and anticipated
worldwide economic conditions both in general and specifically in relation to the semiconductor industry, the
results of which form the basis for making judgments about the carrying values of assets and liabilities that are
not readily apparent from other sources. As discussed under “Asset Impairments” and the year over year
comparisons below, actual results may differ from these estimates under different assumptions or conditions.

We believe the following critical accounting policies affect our more significant judgments and estimates
used in the preparation of our Consolidated Financial Statements.

Revenues

Product revenues are associated with the sale of equipment automation systems and components, the sale
of factory automation hardware products, and the sale of factory automation software licenses. Service
revenues are associated with hardware-related field service, training, software maintenance and software-
related consulting and integration services.

Revenue from product sales that do not include significant customization is recorded upon delivery and
transfer of risk of loss to the customer provided there is evidence of an arrangement, fees are fixed or
determinable, collection of the related receivable is reasonably assured and, if applicable, customer acceptance
criteria have been successfully demonstrated. Customer acceptance provisions include final testing and
acceptance carried out prior to shipment. These pre-shipment testing and acceptance procedures ensure that
the product meets the published specification requirements before the product is shipped. If the arrangement
contains extended payment terms, revenue is recognized as the payments become due. Shipping terms are
customarily FOB shipping point. Costs incurred for shipping and handling and reimbursable expenses are
included in revenues and cost of sales. A provision for product warranty costs is recorded to estimate costs
associated with warranty liabilities. When significant on site customer acceptance provisions are present in the
arrangement, revenue is recognized upon completion of customer acceptance testing.

Revenue from the sale of off-the-shelf software licenses is recognized upon delivery to the customer
provided there is evidence of an arrangement, fees are fixed or determinable, collection of the related
receivable is probable, and there are no unusual acceptance criteria or extended payment terms. If the
arrangement contains acceptance criteria or testing, then revenue is recognized upon acceptance or the
successful completion of the testing. If the arrangement contains extended payment terms, revenue is
recognized as the payments become due. Revenue related to post-contract support is deferred and recognized
ratably over the contract period.

For tailored software contracts, we provide significant consulting services to tailor the software to the
customer’s environment. If we are able to reasonably estimate the level of effort and related costs to complete
the contract, we utilize the percentage-of-completion method. Revisions in revenue and cost estimates are
recorded in the periods in which the facts that require such revisions become known. If our ability to complete
the tailored software is uncertain or if we cannot reasonably estimate the level of effort and related costs,
completed contract accounting is applied. Losses, if any, are provided for in the period in which such losses are
first identified by management. Generally, the terms of long-term contracts provide for progress billing based
on completion of certain phases of work. For maintenance contracts, service revenue is deferred based on
vendor specific objective evidence of its fair value and is recognized ratably over the term of the maintenance
contract. Deferred revenue primarily relates to services and maintenance agreements and billings on long term
contracts accounted for using the completed contract method and contracts awaiting final customer
acceptance.

In transactions that include multiple products and/or services, we allocate the sales value among each of
the deliverables based on their relative fair values and recognize such revenue when they are delivered. We
enter into two types of significant multi-element arrangements: tailored software arrangements, described
above, and software sales with post-contract support. Revenue for undelivered support on software sales with
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post-contract support is deferred based on vendor specific objective evidence of the value of the support and
recognized ratably over the support term.

Intangible Assets and Goodwill

We have made a number of acquisitions in previous years, and as a result, identified significant intangible
assets and generated significant goodwill. Intangible assets are valued based on estimates of future cash flows
and amortized over their estimated useful life. Goodwill is subject to annual impairment testing as well as
testing upon the occurrence of any event that indicates a potential impairment. Intangible assets and other
long-lived assets are subject to an impairment test if there is an indicator of impairment. The carrying value
and ultimate realization of these assets is dependent upon estimates of future earnings and benefits that we
expect to generate from their use. If our expectations of future results and cash flows change and are
significantly diminished, intangible assets and goodwill may be impaired and the resulting charge to operations
may be material. When we determine that the carrying value of intangibles or other long-lived assets may not
be recoverable based upon the existence of one or more indicators of impairment, we measure impairment, if
any, based on the projected undiscounted cash flow method to determine whether an impairment exists, and
then measure the impairment using discounted cash flows. For goodwill, we assess fair value by measuring
discounted cash flows of our reporting units and measure impairment, if any, as the difference between the
resulting implicd fair value of goodwill and the recorded book value of the reporting unit.

The estlmatlon of useful lives and expected cash flows require us to make significant judgments regarding
future periods| that are subject to some factors outside of our control. Changes in these estimates can result in
significant revisions to the carrying value of these assets and may result in material charges to the results of
operations.

Accounts Réceivable

We maintain allowances for doubtful accounts for estimated losses resulting from the inability of our
customers to rrhake required payments. If the financial condition of our customers or economic conditions were
to deteriorate, resulting in an impairment of our customers’ ability to make payments, additional allowances

may be required, with a resulting charge to results of operations.

Restructuring
!

We provide reserves for severance benefits and estimated lease obligations net of estimated sublease
income for ab?ndoned and vacated facilities. Should actual severance benefits and lease obligations differ from
our original estimates, excess reserves may be identified or additional reserves may be required, with a
resulting benefit or charge to the results of operations.

Warranty

We provide for the estimated cost of product warranties at the time revenue is recognized. While we
engage in extensive product quality programs and processes, including actively monitoring and evaluating the
quality of ourl component suppliers, our warranty obligation is affected by product failure rates and material
usage and service delivery costs incurred in correcting a product failure. Should actual product failure rates,
material usage or service delivery costs differ from our estimates, revisions to the estimated warranty liability
would be requlired and may result in additional benefits or charges to results of operations.

Inventory

We provide reserves for estimated obsolescence or unmarketable inventory equal to the difference
between the cost of inventory and the estimated market value based upon assumptions about future demand
and market conditions. We fully reserve for inventories deemed obsolete. We perform periodic reviews of all
inventory items to identify excess inventories on hand by comparing on-hand balances to anticipated usage
using recent historical activity as well as anticipated or forecasted demand, based upon sales and marketing
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inputs through our planning systems. If estimates of demand diminish further or actual market conditions are
less favorable than those projected by management, additional inventory write-downs may be required.

Deferred Taxes

We record a valuation allowance to reduce our deferred tax assets to the amount that is more likely than
not to be realized. We have considered future taxable income and ongoing prudent and feasible tax planning
strategies in assessing the need for the valuation allowance. In the event we determine that we would be able
to realize our deferred tax assets in excess of their net recorded amount, an adjustment to the deferred tax
asset would increase income in the period such determination was made. Likewise, should we determine that
we would not be able to realize all or part of our net deferred tax assets in the future, an adjustment to the
deferred tax assets would be charged to income in the period such determination was made.

Asset Impairments
Goodwill

We elected to early adopt the provisions of FAS 142 effective October 1, 2001. Accordingly, we ceased
the ratable amortization of goodwill on that date. We have elected to perform our annual impairment testing
as required under FAS 142 on September 30 of each fiscal year.

The economic downturn beginning in 2001 which impacted the semiconductor industry continued
throughout fiscal 2002. Throughout fiscal 2002, we continued to monitor industry forecasts which suggested a
recovery would occur in the near term. During the fourth quarter of fiscal 2002, updated industry forecasts
indicated that the timing and speed of recovery for the sector would be much slower and later than had
previously been anticipated. We performed our annual assessment of the carrying value of our goodwill under
the provisions of FAS 142. Based on the updated projected industry growth rates and resulting discounted cash
flow analyses of expectations of future earnings for each of the four reporting units over the remaining lives of
the primary assets of each reporting unit, we concluded that the goodwill related to the equipment automation,
factory automation hardware and factory automation software segments was impaired. This impairment in
three segments resulted from reduced future earnings expectations due to the prolonged downturn in the
semiconductor industry as well as uncertainty as to the timing and speed of recovery for the sector across all
three of our semiconductor-related reporting units. Accordingly, we recorded a charge to operations in the
fourth quarter of fiscal 2002 of $334.2 million for the write-down of goodwill: $174.1 million associated with
the equipment automation segment, $123.8 million associated with the factory automation hardware segment
and $36.3 million associated with the factory automation software segment.

In fiscal 2003, the semiconductor industry downturn continued. Prior to the fourth quarter of fiscal 2003,
there were no interim indicators of impairment as the market indicated the recovery of the semiconductor
industry. We performed our annual impairment test under FAS 142 in the fourth quarter of fiscal 2003 using
the present value of expected future cash flows. During this process estimates of revenue and expense were
developed for each of our segments and as a whole based on internal as well as external market forecasts.
Based on this analysis, we determined that the implied fair value of the factory automation hardware reporting
unit’s goodwill was less than its book value and therefore recorded a charge of $40.0 million to write-down the
value of this goodwill.

In connection with a recent third party letter of intent to purchase the assets of our Specialty Equipment
and Life Sciences Group, which makes up our “Other” segment, we assessed the potential impairment of
goodwill in the segment. We considered the offer in the letter of intent as an indication of the fair value of the
segment. Based on our analysis, we determined that the implied fair value of the “Other” reporting unit’s
goodwill was $7.4 million less than its book value and recorded a charge to write-down the value of this
goodwill in the fourth quarter. As there were no interim indicators of potential impairment of goodwill in our
other segments, we performed our annual impairment test under FAS 142 in the fourth quarter of fiscal 2004
using the present value of expected cash flows. During this process detailed estimates of revenue and expense
were developed for the segments based on internal as well as external market forecasts. Our analyses indicated
no impairment of the goodwill in fiscal 2004 in these segments.
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Other Long-Lived Assets

In the fourth fiscal quarter of 2002, we performed an assessment of the carrying values of our intangible
assets under the provisions of Financial Accounting Standards Board Statement No. 121, “Accounting for the
Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed Of” (“FAS 121) due to the
potential impairment indicated by the write-down of our goodwill. We determined that the lowest level of cash
flows for the FAS 121 impairment test is each reporting unit. We performed an impairment analysis based on
the undiscounted cash flows of expectations of future earnings for each of the reporting units over the
remaining lives of the primary assets of each reporting unit, and determined that the various intangibles were
impaired. Accordingly, we recorded a charge to operations of $145.1 million for the write-down of the
following intangibles assets: $2.8 million for patents, $113.4 million for completed technology, $4.5 million for
trademarks and trade names, $23.3 million for customer relationships and $1.1 million for license agreements
and non-competition agreements. Of the total amount written down, $87.1 million was associated with the
equipment automation segment, $38.2 million was associated with the factory automation hardware segment,
$14.9 million was associated with the factory automation software segment and $4.9 million was associated
with our other segment. This write-down resulted from reduced future earnings expectations due to the
prolonged downturn in the semiconductor industry and uncertainty as to the timing and speed of recovery for
the sector across all of our reporting units. The write-down of intangible assets of $145.1 million is included
within “Asset impairment charges” in our Consolidated Statement of Operations for the year ended
September 30, 2002.

Year Ended September 30, 2004, Compared to Year Ended September 30, 2003
Revenues

We reported revenues of $539.8 million for the year ended September 30, 2004, compared to
$343.6 million in the previous year, a 57.1% increase. The increase is consistent with and reflective of a large
increase in demand for semiconductor capital equipment experienced in fiscal 2004. The increase in customer
demand for our hardware and software products experienced during fiscal 2004 may not be indicative of future
results as curq’ent industry forecasts indicate softening market demand.

Our equipment automation segment reported revenues of $316.3 million in the year ended September 30,
2004, an increase of 83.3% from the prior year. This increase is attributable to increased shipments to our
OEM customer base as demand for products from these customers has increased due to a higher demand for
semiconductor capital equipment reflective of current industry trends. We expect near term revenues for our
equipment au{tomation segment to decrease slightly as compared to present levels as forecasted demand
decreases.

Our factory automation hardware segment reported a 19.8% increase, to $99.2 million, in the year ended
September 30, 2004, compared to the previous year. The increase is primarily attributable to an increase in
order volume and market demand, reflective of current industry trends of increased demand for semiconductor
capital equipment. We expect near term revenues for our factory automation hardware segment to decrease
slightly as corfnpared to present levels as forecasted demand decreases.

Our factory automation software segment reported revenues of $119.6 million, a 41.2% increase from
$84.7 million in the prior year. The increase is primarily attributable to strong software license sales driven by
increased market demand coupled with the completion and acceptance by the customer of a major European
software projéct for approximately $17.3 million in the second quarter of fiscal 2004. We expect revenues for
the next fiscal year for our factory automation software segment to slightly decline as compared to fiscal 2004
due to forecasted increases in base revenues offset by the absence of the significant European software project
mentioned ab}ove that will not repeat in fiscal 2005, A significant portion of revenue for the factory automation

software segment relates to maintenance contracts. Maintenance revenues are only slightly affected by an
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economic downturn, as customers typically continue to use previously purchased software products and renew
related maintenance arrangements.

Product revenues increased $175.8 million, or 76.9%, to $404.4 million, in the year ended September 30,
2004, from $228.6 million in the previous fiscal year. This increase is attributable to strong demand for our
equipment automation and factory automation hardware products and our factory automation software license
revenues reflective of industry trends of increased demand for semiconductor capital equipment in fiscal 2004.
Product revenues for our equipment automation, factory automation hardware and factory automation
software segments grew by 94.5%, 34.6% and 81.9%, respectively, from fiscal 2003 levels. Service revenues
increased $20.3 million, or 17.7%, to $135.3 million. This increase is primarily attributable to the completion
and acceptance by the customer of a major European software project for approximately $17.3 million in the
second quarter of fiscal 2004. We were unable to make a reasonable and dependable estimate of the costs to
fulfill this contract due to the complexity of the arrangement. As a result, we concluded that the completed
contract method of accounting was required for this contract.

Revenues outside the United States were $263.6 million, or 48.8% of revenues, and $171.2 million, or
49.8% of revenues, in the years ended September 30, 2004 and 2003, respectively. We expect that foreign
revenues will continue to account for a significant portion of total revenues. The current international
component of revenues is not indicative of the future international component of revenues.

Deferred revenues of $34.6 million at September 30, 2004 consisted of $9.4 million related to deferred
maintenance contracts and $25.2 million related to revenues deferred for completed contract method
arrangements and contracts awaiting final customer acceptance.

Gross Margin

Gross margin increased to $204.3 million or 37.9% for the year ended September 30, 2004, compared to
$103.7 or 30.2% for the previous year. Our equipment automation segment gross margin increased to
$104.3 million or 33.0% in the year ended September 30, 2004, from $39.3 million or 22.7% in the prior year.
The increase is primarily attributable to our plant consolidation and other cost reduction measures along with
increased volumes resulting in more favorable absorption of fixed costs related to this segment. These
improvements were offset by $22.1 million of contract automation systems revenues which have lower gross
margins of 20.0%. Gross margin for our factory automation hardware segment increased to $26.2 million or
26.4% in the year ended September 30, 2004, from $15.5 million or 18.8% in the prior year. The increase is
primarily the result of our plant consolidation and other cost reduction measures along with increased volumes
resulting in more favorable absorption of fixed costs related to this segment. In addition, in the prior year, we
completed several low margin projects which contributed to lower margins in fiscal 2003. Our factory
automation software segment’s gross margin for the year ended September 30, 2004, increased to $72.3 mil-
lion or 60.5%, compared to $48.4 million or 57.2% in the prior year. The increase is primarily the result of
additional product mix of license revenue, which yield higher gross margins in the current year period and the
favorable impact of our cost reduction measures, offset by the impact of lower gross margins realized on the
$17.3 million of software project revenue recognized upon completion and acceptance by the customer in the
second quarter of fiscal 2004. There was no area of our business in which pricing pressure exerted an impact
which was disproportionate with other competitive factors.

Gross margin on product revenues was $160.1 million or 39.6% for the year ended September 30, 2004,
compared to $58.4 million or 25.5% for the prior year. The increase in product margins is primarily
attributable to the impact of our cost reduction measures along with a more favorable mix of OEM products
and software license revenues which have higher gross margins.

Gross margin on service revenues was $44.3 million or 32.7% for the year ended September 30, 2004,
compared to $45.3 million or 39.4% in the previous year. The decrease is primarily the result of the services
revenue mix partially offset by the positive impact of our cost reduction initiatives. Service revenues margins
were impacted by lower gross margins realized on the $17.3 million of software project revenue recognized
upon completion and acceptance by the customer in the second quarter of fiscal 2004.
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Research and Development

Research and development expenses for the year ended September 30, 2004, were $67.1 million, a
decrease of $5.8 million, compared to $72.9 million in the previous year. Research and development expenses
also decreased as a percentage of revenues, to 12.4%, from 21.2% in the prior year. The decrease in absolute
spending and as a percentage of revenues is primarily the result of our cost reduction actions coupled with
higher revenuelevels against which these costs were measured. Our plan in hardware is to continue to invest in
research and development to enhance existing products and develop new tool and factory hardware for the
semiconductor industry. Our plan in software is to continue to invest in research and development to enhance
existing factory automation products and develop new products for the semiconductor market, as well as invest
in the development of manufacturing software for the flat panel display, high tech electronics, medical
instrumentatiojn, aerospace and defense, and automotive manufacturing industries. These investments will be
focused on those research and development projects that are most consistent with our business realignment.
We expect our future research and development expenses will continue at the present levels for fiscal 2005.

Selling, General and Administrative

Selling, general and administrative expenses were $89.3 million for the year ended September 30, 2004, a
decrease of $9.0 million, compared to $98.3 million in the prior year. Selling, general and administrative
expenses decrcased as a percentage of revenues, to 16.6% in the year ended September 30, 2004, from 28.6%
in the prev1ous year. Apart from the higher revenue levels against which these costs were measured, the
decrease in absolute spending and as a percentage of revenues is primarily the result of our cost containment
and reduction initiatives as well as the reversal of excess bad debt reserves of $2.1 million in fiscal 2004 as
collections of overdue receivables have improved. This decrease is offset by higher expenses for incentive
compensation| plans that we have established, coupled with higher revenue levels against which these costs
were measured. We expect that selling, general and administrative expense in fiscal 2005 will be relatively flat
compared to fiscal 2004.

Amortizati?n of Acquired Intangible Assets

Amortiz%ltion expense for acquired intangible assets totaled $3.7 million for the year ended September 30,
2004, compared to $4.7 million for the same prior year period. The reduction in amortization of acquired
intangible assets is primarily attributable to certain assets reaching the end of their useful lives.

Goodwill I;mpairment Charges

Goodwﬂl impairment charges totaled $7.4 million for the year ended September 30, 2004 and consisted
of the 1mpa1rment of our goodwill related to our other segment that is pertaining to specialty equipment and
life sciences products and services, as described previously in “Asset Impairments.”

Goodw1ll impairment charges totaled $40.0 million for the year ended September 30, 2003 and consisted
of the 1mpa1rmcnt of our goodwill related to our factory automation hardware segment, as described previously
in “Asset Impairments.”

Restructur‘ing and Acquisition-velated Charges

We rec@rdcd a charge to operations of $5.4 million in the year ended September 30, 2004, of which
$0.1 million' related to acquisitions and $5.3 million to restructuring costs. The $0.1 million related to
acquisitions is comprised of $0.1 million of legal and consulting costs to integrate and consolidate acquired
entities into lour existing entities. The $5.3 million of restructuring costs consisted of $3.9 million related to
workforce reductions of approximately 60 employees world wide, across all functions of the business and
$1.4 million jrelated to excess facilities. Excess facilities charges of $1.4 million consisted of $0.2 million for
excess facili‘q’ies identified in fiscal 2004 that were recorded to recognize the expected amount of the remaining
lease obligatﬁons. These costs have been estimated from the time when the space is vacant, and there are no
plans to utilize the facility. Costs incurred prior to vacating the facilities were charged to operations. Final exit

costs for facilities abandoned in previous restructurings amounted to $0.7 million. The remaining $0.5 million
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represents a reevaluation of the assumptions used in determining the fair value of certain lease obligations
related to facilities abandoned in a previous restructuring. The revised assumptions, including lower estimates
of expected sub-rental income over the remainder of the lease terms, are based on management’s evaluation of
the rental space available. We believe that the cost reduction programs implemented will align costs with
revenues at present levels. In the event we are unable to achieve this alignment, additional cost cutting
programs may be required in the future. The accruals for workforce reductions are expected to be paid over
the first six months of fiscal 2005. The facilities charges are expected to be paid over the remaining lease
periods, expiring in fiscal 2010. These charges helped better align our cost structure. We estimate that salary
and benefit savings in principally the selling, general and administrative functions as a result of these actions
will be approximately $5.6 million annually. The impact of these cost reductions on our liquidity is not
significant, as these cost savings yield actual cash savings within twelve months.

We recorded a charge to operations of $46.3 million in the year ended September 30, 2003, of which
$6.2 million related to acquisitions, $6.1 million related to the write-off of capitalized costs associated with
cancelled internal systems applications and infrastructure programs, and $34.0 million to restructuring costs.
Of this amount, $27.0 million related to workforce reductions of approximately 1,000 employees and
$12.8 million related to excess facilities. Excess facilities charges of $12.8 million consisted of $2.7 million for
excess facilities identified in fiscal 2003 that were recorded to recognize the remaining lease obligations, net of
any sublease rentals. These costs have been estimated from the time when the space is vacant and there are no
plans to utilize the facilities. Costs incurred prior to vacating the facilities were charged to operations. The
remaining $10.1 million represents a reevaluation of assumptions used in determining the fair value of certain
lease obligations related to facilities abandoned in a previous restructuring. The revised assumptions, including
lower estimates of expected sub-rental income over the remainder of the lease terms are based on
management’s evaluation of the rental space available. Periodically, the accruals related to restructuring
charges are reviewed and compared to their respective cash requirements. As a result of those reviews, the
accruals are adjusted for changes in cost and timing assumptions of previously accrued and recorded
initiatives. During fiscal 2003, we identified $4.7 million of excess accruals associated with headcount
reduction plans previously announced and implemented and $1.2 million of excess accruals for other
restructuring costs. The final costs associated with these actions were lower than originally anticipated and
accrued. As a result, the excess accruals for these actions were reversed, with a corresponding reduction to
restructuring expense. The $6.2 million related to acquisitions is comprised of the $3.2 million loss on the
disposition of our Swiss subsidiary, associated legal costs of $0.5 million and $2.5 million of legal, relocation
and consulting costs to integrate and consolidate acquired entities into our existing entities. These charges
helped better align our cost structure. We estimate that salary and benefit savings across all expense categories
as a result of these actions were approximately $42.0 million annually. The impact of these reduction activities
on our liquidity is not significant, as these cost savings yield actual cash savings within twelve months. We
estimate annual facilities savings were approximately $3.0 million principally within our cost of sales as a
result of these actions.

Interest Income and Expense

Interest income increased by $0.9 million, to $5.0 million, in the year ended September 30, 2004, from
$4.1 million the previous year. This increase is due primarily to higher cash balances that were available for
investment offset by lower interest rates that were realized on our investment balances. Interest expense of
$9.5 million and $10.0 million for the years ended September 30, 2004 and 2003, respectively, relates primarily
to the 4.75% Convertible Subordinated Notes.

Other (Income) Expense

Other expense decreased by $15.4 million, to $0.9 million, in the year ended September 30, 2004, from
$16.3 million the previous year. Other expense for the year ended September 30, 2004 consisted primarily of
the settlement of an arbitration proceeding in Israel of $0.7 million and realized losses on foreign currency
transactions during the year. Other expense in the year ended September 30, 2003 consisted primarily of losses
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we incurred as a result of the disposal of the Shinsung warrants and shares in the amount of $11.6 million and
$3.0 million, respectively, and realized losses on foreign currency transactions.

Income Tax Provision

We recorded an income tax provision of $8.1 million in the year ended September 30, 2004 and an
income tax provision of $4.9 million in the year ended September 30, 2003. The tax provision recorded in fiscal
2004 and 2003is attributable to foreign income and withholding taxes. As a result of recognizing an operating
loss during the year ended September 30, 2002, and the continuing uncertainty in the semiconductor sector,
we determined that it was more likely than not that the net deferred tax assets would not be realized and
recorded a full 'valuation allowance at September 30, 2002. We continued to provide a full valuation allowance
for our net deferred tax assets at September 30, 2003 and 2004, as we believe it is more likely than not that the
future tax benefits from accumulated net operating losses and deferred taxes will not be realized. If we
generate futuré taxable income against which these tax attributes may be applied, some portion or all of the
valuation allowance would be reversed and a corresponding increase in net income would be reported in future
periods.

Year Ended September 30, 2003, Compared to Year Ended September 30, 2002
Revenues

We reported revenues of $343.6 million for the year ended September 30, 2003, compared to
$304.3 million in the previous year, a 12.9% increase. The increase in revenues was principally attributable to a
full year of incremental revenue from the acquisitions consummated during fiscal 2002 of $39.3 million offset
by the downturn that affected the semiconductor industry throughout the year.

Our equipment automation segment reported revenues of $172.6 million in the year ended September 30,
2003, an increase of 16.2% from the prior year. This increase was attributable to a full year of incremental
revenues from' fiscal 2002 acquisitions of $5.5 million and a slight increase in demand for our core business
products in this segment. Our factory automation hardware segment reported a 22.7% increase, to $82.8 mil-
lion, in the year ended September 30, 2003, compared to the previous year. The increase is attributable to a
full year of incremental revenues from fiscal 2002 acquisitions of $35.4 million offset by the downturn in the
semiconductor industry for our core business. Cur factory automation software segment reported revenues of
$84.7 million, 1a slight increase from $84.5 million in the prior year. Revenues were positively impacted by a
full year of incremental revenues from fiscal 2002 acquisitions of $9.4 million offset by the downturn in the
semiconductor industry for our core business.

Product revenues increased $19.9 million, or 9.5%, to $228.6 million, in the year ended September 30,
2003, from $208.7 million in the previous fiscal year. This increase was attributable to a full year of
incremental revenues from fiscal 2002 acquisitions. Service revenues increased $19.4 million, or 20.3%, to
$115.0 million. This increase was primarily attributable to a full year of incremental revenues from fiscal 2002
acquisitions.

Revenues outside the United States were $171.2 million, or 49.8% of revenues, and $146.5 million, or
48.2% of revenues, in the years ended September 30, 2003 and 2002, respectively.

Deferred revenues of $33.7 million at September 30, 2003 consisted of $6.6 million related to deferred
maintenance ‘contracts and $27.1 million related to revenues deferred for completed contract method
arrangements jand contracts awaiting final customer acceptance.

Gross Margin

Gross margin increased to $103.7 million or 30.2% for the year ended September 30, 2003, compared to
$83.0 million or 27.3% for the previous year. The increase was primarily the result of our plant consolidation
and cost reduction measures.
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Our equipment automation segment gross margin increased to $39.3 million or 22.7% in the year ended
September 30, 2003, from $24.1 million or 16.2% in the prior year. Gross margin for our factory automation
hardware segment increased to $15.5 million or 18.8% in the year ended September 30, 2003, from
$10.6 million or 15.7% in the prior year. The increases above were primarily the result of our plant
consolidation and other cost reduction measures. Our cost reduction programs included a reduction in field
service personnel as well as certain fixed costs, such as facility costs which principally improved our services
margin. We also experienced an increased volume of spare parts revenue as a result of our additional product
offerings arising from the PRI acquisition and the resulting larger installed base of customers. Our factory
automation software segment’s gross margin for the year ended September 30, 2003, increased to $48.4 mil-
lion or 57.2%, compared to $47.8 million or 56.6% in the prior year. The change was not significant.

~ Gross margin on product revenues was $58.4 million or 25.5% for the year ended September 30, 2003,
compared to $57.5 million or 27.6% for the prior year. The decrease in gross margin percent was primarily
attributable to the lower manufacturing utilization we experienced in connection with the continuing downturn
in the semiconductor industry. We experienced low gross margins on our factory automation hardware
products primarily as the result of the completion of several low margin projects acquired as a result of the
PRI acquisition.

Gross margin on service revenues increased to $45.3 million or 39.3% for the year ended September 30,
2003, from $25.5 million or 26.7% in the previous year. The increase was primarily a result of our cost
reduction initiatives which included a reduction in field service personnel as well as certain fixed costs, such as
facility costs. The increase was also due to an increased volume of spare parts revenue as a result of our
additional product offerings primarily due to the PRI acquisition, and the resulting larger installed base of
customers.

Research and Development

Research and development expenses for the year ended September 30, 2003, were $72.9 million, a
decrease of $2.2 million, compared to $75.1 million in the previous year. Research and development expenses
also decreased as a percentage of revenues, to 21.2%, from 24.7% in the prior year. The decrease in absolute
spending and as a percentage of revenues was primarily the result of our cost reduction actions.

Selling, General and Administrative

Selling, general and administrative expenses were $98.3 million for the year ended September 30, 2003, a
decrease of $2.9 million, compared to $101.2 million in the prior year. Selling, general and administrative
expenses decreased as a percentage of revenues, to 28.6% in the year ended September 30, 2003, from 33.3%
in the previous year. The decrease in absolute spending and as a percentage of revenues was primarily the
result of our cost reduction activities including headcount reductions.

Amortization of Acquived Intangibles

Amortization expense for acquired intangible assets totaled $4.7 million for the year ended September 30,
2003, compared to $20.3 million for the same prior year period. The reduction in amortization of acquired
intangible assets is primarily attributable to the impairment charge recorded against intangible assets in the
fourth quarter of fiscal 2002 which reduced the carrying value and on-going amortization.

Goodwill Impairment Charges

Goodwill impairment charges totaled $40.0 million for the year ended September 30, 2003 and consisted
of the impairment of our goodwill related to our factory automation hardware segment, as described previously
in “Asset Impairments.”

Goodwill impairment charges totaled $334.2 million for the year ended September 30, 2002 and consisted
of the impairment of our goodwill, as described previously in “Asset Impairments.”
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Asset Impai}‘ment Charges

Asset impjairment charges totaled $145.1 million for the year ended September 30, 2002 and consisted of
the impairment of our identifiable intangible assets, as described previously in ““Asset Impairments.”

Restructuring and Acquisition-related Charges

We recorded a charge to operations of $46.3 million in the year ended September 30, 2003, of which
$6.2 million rélated to acquisitions, $6.1 million related to the write-off of capitalized costs associated with
cancelled internal systems applications and infrastructure programs, and $34.0 million related to restructuring
costs. Of this amount, $27.0 million related to workforce reductions of approximately 1,000 employees and
$12.8 million related to excess facilities. Excess facilities charges of $12.8 million consisted of $2.7 million for
excess facilities identified in fiscal 2003 that were recorded to recognize the remaining lease obligations, net of
any sublease réntals. These costs have been estimated from the time when the space is expected'to be vacated
and there are no plans to utilize the facilities. Costs incurred prior to vacating the facilities were charged to
operations. The remaining $10.1 million represents a reevaluation of assumptions used in determining the fair
value of certain lease obligations related to facilities abandoned in a previous restructuring: The revised
assumptions, including lower estimates of expected sub-rental income over the remainder of the lease terms
are based on management’s evaluation of the rental space available. Periodically, the accruals related to
restructuring charges are reviewed and compared to their respective cash requirements. As a result of those
reviews, the accruals are adjusted for changes in cost and timing assumptions of previously accrued and
recorded initiatives. During fiscal 2003, we identified $4.7 million of excess accruals associated with headcount
reduction plans previously announced and implemented and $1.2 million of excess accruals for other
restructuring cjosts. The final costs associated with these actions were lower than originally anticipated and
accrued. As aresult, the excess accruals for these actions were reversed, with a corresponding reduction to
restructuring expense. The $6.2 million related to acquisitions is comprised of the $3.2 million loss on the
disposition of our Swiss subsidiary, associated legal costs of $0.5 million and $2.5 million of legal, relocation
and consulting costs to integrate and consolidate acquired entities into our existing entities. These charges
helped better ajilign our cost structure. We estimate that salary and benefit savings across all expense categories
as a result of these actions were approximately $42.0 million annually. The impact of these cost reduction
activities on our liquidity is not significant, as these cost savings yield actual cash savings within twelve
months. We estimate annual facilities savings were approximately $3.0 million principally within our cost of
sales as a result of these actions.

In September 2002, we approved a formal plan of restructure in response to the ongoing downturn in the
semiconductor industry, which continued to exert downward pressure on our revenues and cost structure. To
that effect, we recorded restructuring charges of $16.1 million in the fourth guarter of the fiscal year. Of this
amount, $9.1 million was related to workforce reductions of approximately 430 employees, which was paid in
fiscal 2003, $§.7 million was for the consolidation of several of our facilities, and $0.3 million was for other
restructuring ¢osts. These measures were largely intended to further align our capacity and infrastructure to
anticipated customer demand, which was adversely affected by the continuing downturn in the semiconductor
industry. Worl‘d‘orce-related charges, consisting principally of severance costs, were recorded based on specific
identification lof employees to be terminated, along with their job classifications or functions and their
locations. Thel charges for our excess facilities were recorded to recognize the remaining lease obligations, net
of any sublease rentals. These costs have been estimated from the time when the space was expected to be
vacated and there are no plans to utilize the facility in the future. Costs incurred prior to vacating the facilities

were charged Ito operations.

As part of the plan to integrate the PRI acquisition, certain sales, technical support and administrative
functions were combined and headcount and related costs reduced. Accordingly, during the third quarter of
fiscal 2002, we recorded $2.8 million of restructuring charges comprised of $1.3 million for workforce
reduction-related costs for our existing employees, $0.4 million related to our excess existing facilities and
$1.1 million of other restructuring costs. The $0.4 million for our excess facilities was recorded to recognize
the remaining lease obligations, net of any sublease rentals.
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Restructuring costs of $13.5 million for former PRI employees, $11.1 million for PRI facilities and
$2.3 million for other costs were accrued as part of the purchase accounting for the PRI acquisition, relating to
the consolidation and elimination of certain PRI duplicate facilities and redundant PRI personnel. We
anticipated headcount reductions of approximately 325 people across all functional areas of the combined
company and, as such, included an estimated accrual for workforce reductions of $13.5 million comprised of
severance, employee benefits and outplacement support. The former chief executive officer of PRI entered
into a non-competition agreement with us, which became effective upon completion of the combination and
required a total payment of $1.1 million over a two-year period. We also identified redundant facilities
consisting of sales and support offices, manufacturing facilities and administrative offices. As such, an accrual
of $11.1 million to terminate lease obligations under these agreements was provided. These payments
represent the fair value of the minimum rental commitment on facilities with lease terms to 2011. As
discussed above, we accrued an additional $10.1 million in fiscal 2003 related to these facilities. In addition,
we accrued $1.2 million for amounts to be incurred subsequent to the acquisition related to legal costs to close
subsidiaries of PRI.

Interest Income and Expense

Interest income decreased by $5.7 million, to $4.1 million, in the year ended September 30, 2003, from
$9.8 million the previous year. This decrease is due primarily to lower cash balances that were available for
investment and lower interest rates that were realized on our investment balances. Interest expense of
$10.0 million for the year ended September 30, 2003 relates primarily to the 4.75% Convertible Subordinated
Notes. Interest expense of $10.3 million in the prior year relates primarily to the 4.75% Convertible
Subordinated Notes and imputed interest on notes payable related to the e-Diagnostics and SimCon
acquisitions. The notes issued for these acquisitions were settled on July 26, 2002 and May 14, 2002,
respectively.

I3

Other (Income) Expense

Other expense increased by $17.2 million, to $16.3 million, in the year ended September 30, 2003, from
$0.9 million of net other income the previous year. We incurred losses as a result of the disposal of the
Shinsung warrants and shares in the amount of $11.6 million and $3.0 million, respectively.

Income Tax Provision (Benefit)

We recorded a net income tax provision of $4.9 million in the year ended September 30, 2003 and net
income tax provision of $92.8 million in the year ended September 30, 2002. The tax provision recorded in
fiscal 2003 was primarily due to foreign withholding taxes. The tax provision recorded in fiscal 2002 was
primarily due to the recording of a full valuation allowance of $106.7 million against our net deferred tax
assets.

During 2002, we monitored the realizability of our deferred tax assets. We completed the acquisitions of
GPI, Tec-Sem, Zygo, Fab Air, IAS, Hermos and PRI during the year ended September 30, 2002. The
acquisition of PRI, the most significant of these transactions, was effective on May 14, 2002. The enlarged
company was expected to be profitable based on the implementation of restructuring and cost cutting
measures designed to realize the synergies from the combined companies and accordingly we determined the
realizability of our deferred tax assets at this time to be more likely than not.

The economic slowdown in the semiconductor industry continued into our fourth quarter of fiscal 2002
and updated industry forecasts at this time indicated that the timing and speed of recovery for the sector would
be much slower and later than had previously been anticipated, resulting in a downturn of longer and deeper
magnitude than had previously been experienced in the semiconductor sector. Given these updated industry
forecasts in our fourth fiscal quarter of a continuing state of lower expectations of future revenues and earnings
for the foreseeable future, together with the determination that the merger with PRI required significantly
more consolidation and restructuring activity than anticipated, our updated projections forecasted a loss in
fiscal 2003. Given the magnitude of the loss in fiscal 2002, the loss in fiscal 2001 and the projected loss in fiscal
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2003, we detc?rmined that it was more likely than not that deferred tax assets would not be realized.
Accordingly, we recorded a full valuation allowance against our net deferred tax assets in the fourth quarter of
fiscal 2002.

Liquidity and Capital Resources

Our business is significantly dependent on capital expenditures by semiconductor manufacturers and
OEM’s that are, in turn, dependent on the current and anticipated market demand for semiconductors.
Demand for semiconductors is cyclical and has historically experienced periodic downturns. The semiconduc-
tor industry experienced such a downturn that extended from 200! well into 2003. The downturn affected
revenues, grosé margins and operating results. In response to this downturn, we have implemented cost
reduction programs aimed at aligning our ongoing operating costs with our currently expected revenues over
the near term. These cost management initiatives have included consolidating facilities, reductions to
headcount, salary and wage reductions and reduced spending. We believe that the cost reduction programs
implemented have aligned costs with revenues. In the event we are unable to sustain this alignment, additional
cost cutting pr:ograms may be required in the future. The cyclical nature of the industry make estimates of
future revenues, results of revenues, results of operations and net cash flows inherently uncertain.

At Septcn%lber 30, 2004, we had cash, cash equivalents and marketable securities aggregating $329.1 mil-
lion. This amount was comprised of $193.3 million of cash and cash equivalents, $62.1 million of investments
in short-term marketable securities and $73.7 million of investments in long-term marketable securities.

At Septerﬁber 30, 2003, we had cash, cash equivalents and marketable securities aggregating $199.1 mil-
lion. This amount was comprised of $125.0 million of cash and cash equivalents, $4.5 million of investments in
short-term marketable securities and $69.7 million of investments in long-term marketable securities.

Cash and cash equivalents were $193.3 million at September 30, 2004, an increase of $68.3 million from
September 30, 2003. This increase in cash and cash equivalents was primarily due to cash provided by
operations of $8.9 million and $130.2 million of net proceeds from the issuance of common stock offset by net
purchases of marketable securities of $62.5 million and $8.2 million used for capital additions.

Cash provided by operations was $8.9 million for the year ended September 30, 2004, and was primarily
attributable tol our net income of $17.7 million, adjusted for non-cash depreciation and amortization of
$17.5 million, ja charge for the impairment of goodwill of $7.4 million, compensation expense related to
common stock and options of $1.8 million. These adjustments were offset by net working capital changes
resulting in a usage of cash of $44.7 million. This change in working capital was primarily the result of
increased accounts receivable balances of $54.0 million and an increased inventory balance of $17.7 million.
The increase in accounts receivable is a result of our increased revenue levels in the current fiscal year. Qur
days sales outstanding decreased to 70 days at September 30, 2004 from 78 days at September 30, 2003, as a
result of our continued emphasis on collection efforts. Increased inventory levels of $17.7 million are a result of
the increased rjleed for inventory to manage current revenue levels and are reflective of increased balances of
deferred inventory located at customer sites waiting for acceptance. Net payments for restructuring costs of
$9.1 million represent continued payments of severance benefits and lease payments on our vacated facilities.
Other changes in working capital included increased accounts payable levels of $18.0 million, increased
accrued compensation and benefits of $10.6 million resulting from accruals for variable cash compensation
plans and decreases in prepaid expenses and other current assets of $8.4 million as a result of the recognition
of deferred project costs in the current year resulting from the completion and acceptance by the customer of a
major project for our factory automation software segment.

Cash used by investing activities was $70.7 million for the year ended September 30, 2004, and is
principally comprised of net purchases of marketable securities of $62.5 million and '$8.2 million used for
capital additions.

Cash provided by financing activities was $130.1 million for the year ended September 30, 2004, and is
primarily comprised of $130.2 million of proceeds from issuances of our common stock of $124.3 million
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related to the common stock offering during the year and $5.9 million from the issuance of stock under our
employee stock purchase plan and the exercise of options to purchase our common stock offset by $0.1 million
for the payment of long-term debt.

On May 23, 2001, we completed the private placement of $175.0 million aggregate principal amount of
4.75% Convertible Subordinated Notes due in 2008. Interest on the notes is paid on June 1 and December 1 of
each year. We made its first interest payment on December 1, 2001. The notes will mature on June 1, 2008.
We may redeem the notes at stated premiums. Holders may require us to repurchase the notes upon a change
in control of us in certain circumstances. The notes are convertible at any time prior to maturity, at the option
of the holders, into shares of our common stock, at a conversion price of $70.23 per share, subject to certain
adjustments. The notes are subordinated to our senior indebtedness and structurally subordinated to all
indebtedness and other liabilities of our subsidiaries.

While we have no significant capital commitments, as we expand our product offerings, we anticipate that
we will continue to make capital expenditures to support our business and improve our computer systems
infrastructure. We may also use our resources to acquire companies, technologies or products that comple-
ment our business.

At September 30, 2004, we had approximately $0.5 million of an uncommitted demand promissory note
facility still in use, all of it for letters of credit.

Our contractual obligations consist of the following (in thousands):

Less than One to Four to
Total One Year  Three Years Five Years Thereafter
Contractual obligations
Operating leases — continuing ............ $ 14797 § 3,482 $ 4,696 $ 3,187 $3,432
Operating leases — exited facilities ........ 26,412 5,703 8,125 7,528 5,056
Retirement benefit...................... 10,148 10,148 — —_ —
Purchase commitments . ................. 34,546 34,546 —_ — —
Debt .. . 175,025 11 14 175,000 —
Interest on convertible subordinated notes . . 33,250 8,313 16,625 8,312 —
Total contractual obligations ........... $294,178  $62,203 $29,460 $194,027 $8,488

We have an accrual of $9.9 million related to the retirement benefit to be paid to our former Chief
Executive Officer under the terms of his employment agreement. The amount payable is earned over time and
due immediately upon his retirement. In accordance with his current employment contract, the full retirement
benefit as determined by the employment agreement of $10.1 million is due January 1, 2005.

We have non-cancelable contracts and purchase orders for inventory of $34.5 million at September 30,
2004.

We believe that our existing resources will be adequate to fund our currently planned working capital and
capital expenditure requirements for both the short and long-term. However, the cyclical nature of the
semiconductor industry makes it difficult for us to predict future liquidity requirements with certainty. We
may be unable to obtain any required additional financing on terms favorable to us, if at all. If adequate funds
are not available on acceptable terms, we may be unable to fund our expansion, successfully develop or
enhance products, respond to competitive pressure or take advantage of acquisition opportunities, any of which
could have a material adverse effect on our business.

Recent Accounting Pronouncements

In January 2003, the Financial Accounting Standards Board (“FASB”) issued FASB Interpretation
No. 46 (revised December 2003 ), “Consolidation of Variable Interest Entities” (“FIN 46R”), which clarifies
the application of Accounting Research Bulletin No. 51, “Consolidated Financial Statements”, to certain
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entities in which equity investors do not have the characteristics of a controlling financial interest or do not
have sufficient equity at risk for the entity to finance its activities without additional subordinated financial
support and replaces FASB Interpretation No. 46. FIN 46R provides guidance on the identification of entities
for which control is achieved through means other than through voting rights (“variable interest entities”
*“VIEs”) and how to determine when and which business enterprise should consolidate the VIE. In addition,
FIN 46R requires that both the primary beneficiary and all other enterprises with a significant variable interest
in a VIE make additional disclosures. This interpretation was effective in financial statements of public entities
that have inte}rests in variable interest entities or potential variable interest entities commonly referred to as
special- purpose entities for periods ending after December 15, 2003. Application of this pronouncement by
public entities for all other types of entities, subject to FIN 46R, is required in financial statements for periods
ending after March 15, 2004. The adoption of FIN 46R did not have an impact on our financial position or
results of operatlons :

In September 2004, the Emerging Issues Task Force issued EITF No. 04-08, “The Effect of
Contingently Convertible Debt on Diluted Earnings per Share” (“EITF 04-08”") which addressed issuances of
contingently convemble debt instruments (CCDIs), exactly which periods a CCDI impacts EPS when the
conversion trigger is tripped and the condition that should be used to determine whether the if-converted
method should be applied if the conversion condition changes: These securities should be treated as
convertible securities and included in a dilutive EPS calculation (if dilutive), regardless of whether the market
price trigger hias been met. The provisions of this Issue are expected to be effective for periods ending after
December 15,;2004. This consensus would be applied retroactively to instruments outstanding at the date of
adoption, effectively restating previously reported EPS. The adoption of the provisions of EITF 04-08 will
reduce diluted [EPS to the extent our convertible debt is dilutive but is not expected to have any impact on our
previously reported EPS.

In November 2004, the FASB 1ssued FASB Statement No. 151, “Inventory Costs - an Amendment of
ARB No. 43, \Chapter 4” (“FAS 1517). FAS 151 amends ARB 43, Chapter 4, to clarify that abnormal
amounts of idl¢ facility expense, freight, handling costs, and wasted materials (spoilage) should be recognized
as current-period charges. In addition, this Statement requires that allocation of fixed productior overheads to
the costs of conversion be based on the normal capacity of the production facilities. The provisions of this
Statement are |effective for inventory costs incurred during fiscal years beginning after June 15, 2005. The
adoption of the provisions of FAS 151 is not expected to have a material impact on our financial position or
results of operations. :

Factors That May Affect Future Results

You should carefully consider the risks described below and the other information in this report before
deciding to invest in shares of our common stock. These are the risks and uncertainties we believe are most
important for you to consider. Additional risks and uncertainties not presently known to us, which we currently
deem immaterial or which are similar to those faced by other companies in our industry or business in general,
may also impair our business operations. If any of the following risks or uncertainties actually occurs, our
business, financial condition and operating results would likely suffer. In that event, the market price of our
common stock |could decline and you could lose all or part of your investment.

Risks Relating to Our Industry
Due in part to ithe cyclical nature of the semiconductor manufacturing industry and related industries, we
have recently incurred substantial operating losses and may have future losses. ‘

Our business is largely dependent on capital expenditures in the semiconductor manufacturing industry
and other businesses employing similar manufacturing technology. The semiconductor manufacturing industry
in turn depends on current and anticipated demand for integrated circuits and the products that use them. In
recent years, these businesses have experienced unpredictable and volatile business cycles due in large part to
rapid changes ‘m demand and manufacturing capacity for semiconductors. The semiconductor industry
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experienced a prolonged downturn, which negatively impacted us from the third quarter of fiscal 2001 until the
beginning of calendar 2004. As a result of that downturn, our OEM and end-user customers significantly
reduced the rate at which they purchased our products and services. That reduced demand adversely affected
our sales volume and gross margins and resulted in substantial operating losses during fiscal 2001, 2002 and
2003. These losses were due to, among other things, writedowns for obsolete inventory and expenses related to
investments in research and development and global service and support necessary to maintain our competitive
position. Although our business became profitable during 2004, there appears to be a downward trend again
developing in the semiconductor industry. We could experience future operating losses during an industry
downturn and any period of uncertain demand. If an industry downturn continues for an extended period of
time, our business could be materially harmed. Conversely, if demand improves rapidly, we could have
insufficient inventory and manufacturing capacity to meet our customer needs on a timely basis, which could
result in the loss of customers and various other expenses that could reduce gross margins and profitability. We
cannot assure you as to whether we will be able to sustain the profitability we have recently achieved.

Risks Relating to Brooks

Our operating results could fluctuate significantly, which could negatively impact our business.

Our revenues, operating margins and other operating results could fluctuate significantly from quarter to
quarter depending upon a variety of factors, including:

» demand for our products as a result of the cyclical nature of the semiconductor manufacturing industry
and the markets upon which it depends or otherwise;

» changes in the timing and terms of product orders by our customers as a result of our customer
concentration or otherwise;

» changes in the mix of products and services that we offer;
+ timing and market acceptance of our new product introductions;
» delays or problems in the planned introduction of new products;

» our competitors’ announcements of new products, services or technological innovations, which can,
among other things, render our products less competitive due to the rapid technological change in our
industry;

« the timing and related costs of any acquisitions, divestitures or other strategic transactions,;
* our ability to reduce our costs due to decreased demand for our products and services;

+ disruptions in our manufacturing process or in the supply of components to us;

+ write-offs for excess or obsolete inventory; and

« competitive pricing pressures.

As a result of these risks, we believe that quarter to quarter comparisons of our revenue and operating
results may not be meaningful, and that these comparisons may not be an accurate indicator of our future
performance. If our quarterly results fluctuate significantly, our business could be harmed.

Our restructuring activities and cost reduction measures may be insufficient to offset reduced demand for
our products and may have materiaily harmed our business.

Primarily in response to reduced demand for our products, during the recent downturn in the
semiconductor industry, we implemented cost reductions and other restructuring activities throughout our
organization. These cost saving measures included several reductions in workforce, salary and wage reductions,
reduced inventory levels, consolidation of our manufacturing facilities to our Chelmsford, Massachusetts
facilities and the discontinuation of certain product lines and information technology projects. Although we
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had net income in fiscal 2004 when the semiconductor industry rebounded, we cannot assure you that these
cost reductions will be sufficient to offset the reduced sales levels we may experience in fiscal 2005 in the face
of a potential new downturn. Our failure to adequately reduce our costs, without our products sales levels
staying at least level with fiscal 2004, could materially harm our business and prospects and our ability to
maintain our competitive position. Our restructuring activities may have harmed us because they may have
resulted in reduced productivity by our employees and increased difficulty in retaining and hiring a sufficient
number of quajiﬁed employees familiar with our products and processes and the locales in which we operate.

Delays and tecihnicai difficulties in our preducts and operations may result in lost revenue, lost profit,
delayed or limited market acceptance or product liability claims.

As the technology in our systems and manufacturing operations has become more complex and
customized, it'has become increasingly difficult to design and integrate these technologies into our newly-
introduced sysfems, procure adequate supplies of specialized components, train technical and manufacturing
personnel and make timely transitions to volume manufacturing. Due to the complexity of our manufacturing
processes, we have on occasion failed to meet our customers’ delivery or performance criteria, and as a result
we have deferred revenue recognition, incurred late delivery penalties and had higher warranty and service
costs. We cannot guarantee that we will not experience these problems in the future. We may be unable to
recover expensies we incur due to changes or cancellations of customized orders. There are also substantial
unanticipated costs associated with ensuring that new products function properly and reliably in the early
stages of their life cycle. These costs have been and could in the future be greater than expected as a result of

these complexities. Our failure to control these costs could materially harm our business and profitability.
Because many of our customers use our products for business-critical applications, any errors, defects or

other performa“ncc or technical problems could result in financial or other damage to our customers and could

significantly impair their operations. Our customers could seek to recover damages from us for losses related to

any of these iséues. A product liability claim brought against us, even if not successful, would likely be time-

consuming and costly to defend and could adversely affect our marketing efforts.

If we do not continue to introduce new products and services that reflect advances in technology in a
timely manner, our products and services will become obsclete and our operating results will suffer.

Our success is dependent on our ability to respond to the rapid rate of technological change present in the
semiconductor manufacturing industry. The success of our product introduction and development depends on
our ability to:

o accurat;ely identify and define new market opportunities and products;

o obtain market acceptance of our products, such as OneFab AMHS;

* timely innovate, develop and commercialize new technologies and applications;

» adjust to changing market conditions;

o diﬁ‘crenitiate our offerings from our competitors’ offerings;

° continue to develop a comprehensive, integrated product and service strategy; and
o properly price our products and services.

If we cannot succeed in responding in a timely manner to technological and/or market changes, we could
lose our competitive position which could materially harm our business and our prospects.

The giobal nature of our business exposes us to multiple risks.

For the year ended September 30, 2004, approximately 49% of our revenues were derived from sales
outside North America. We expect that international sales, including increased sales in Asia, will continue to
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account for a significant portion of our revenues. As a result of our international operations, we are exposed to
many risks and uncertainties, including:

» difficulties in staffing, managing and supporting operations in multiple countries;

» longer sales-cycles and time to collection;

« tariff and international trade barriers;

« fewer legal protections for intellectual property and contract rights abroad;

o different and changing legal and regulatory requirements in the jurisdictions in which we operate;
« government currency control and restrictions on repatriation of earnings;

« fluctuations in foreign currency exchange and interest rates; and

» political and economic changes, hostilities and other disruptions in regions where we operate.

Negative developments in any of these areas in one or more countries could result in a reduction in
demand for our products, the cancellation or delay of orders already placed, threats to our intellectual
property, difficulty in collecting receivables, and a higher cost of doing business, any of which could materially
harm our business and profitability.

Our business could be materially harmed if we fail to adequately integrate the operations of the
businesses that we may acquire.

We have made in the past, and may make in the future, acquisitions or significant investments in
businesses with complementary products, services and/or technologies. Our acquisitions present numerous
risks, including:

« difficulties in integrating the operations, technologies, products and personnel of the acquired
companies and realizing the anticipated synergies of the combined businesses;

¢ defining and executing a comprehensive product strategy;

» managing the risks of entering markets or types of businesses in which we have limited or no direct
experience;

» the potential loss of key employees, customers and strategic partners of acquired companies;

+ unanticipated problems or latent liabilities, such as problems with the quality of the installed base of
the target company’s products;

+ problems associated with compliance with the target company’s existing contracts;
« difficulties in managing geographically dispersed operations; and
» the diversion of management’s attention from normal daily operations of the business.

If we acquire a new business, we may be required to expend significant funds, incur additional debt or
issue additional securities, which may negatively affect our operations and be dilutive to our stockholders. In
periods following an acquisition, we will be required to evaluate goodwill and acquisition-related intangible
assets for impairment. When such assets are found to be impaired, they will be written down to estimated fair
value, with a charge against earnings. For example, we were required to record impairment charges on
acquired intangible assets and goodwill aggregating $479.3 million in fiscal 2002. The failure to adequately
address these risks could materially harm our business and financial results.

Failure to retain key personnel could impair our ability to execute our business strategy.

The continuing service of our executive officers and essential engineering, technical and management
personnel, together with our ability to attract and retain such personnel, is an important factor in our
continuing ability to execute our strategy. There is substantial competition to attract such employees and the
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loss of any such key employees could have a material adverse effect on our business and operating results. The
same could be [true if we were to experience a high turnover rate among engineering and technical personnel
and we were unable to replace them.

Risks Relating to Our Customers

We face substantial competition which may lead to price pressure and otherwise adversely affect our
sales.

We face substantial competition throughout the world in each of our product areas. Our primary
competitors range from large companies such as Asyst/Shinko, Daifuku, HP/Compaq, IBM, Murata, Rorze,
TDK and Yasjkawa to smaller, regional companies. We also compete with OEM manufacturers, such as
Applied Materials, that satisfy their semiconductor and flat panel display handling needs internally rather than
by purchasing systems or modules from a supplier like us. Some of our competitors have substantially greater
financial resoull'ces and more extensive engineering, manufacturing, marketing and customer support capabili-
ties than we do. We expect our competitors to continue to improve the performance of their current products
and to introdu"ce new products and technologies that could adversely affect sales of our current and future
products and ‘services New products and technologies developed by our competitors or more efficient
production of their products could require us to make significant price reductions to avoid losing orders. If we
fail to respond adequately to pricing pressures or fail to develop products with improved performance or
developments with respect to the other factors on which we compete, we could lose customers or orders. If we
are unable to compete effectively, our business and prospects could be materially harmed.

Because we rely on a limited number of customers for a large portion of our revenues, the loss of one or
more of these |customers could materially harm our business.

We receive a significant portion of our revenues in each fiscal period from a relatively limited number of
customers, and that trend is likely to continue. Sales to our ten largest customers accounted for approximately
39% of our toF‘al revenues in fiscal 2004, 37% in fiscal 2003 and 33% in fiscal 2002. As the semiconductor
manufacturing industry continues to consolidate and further shifts to foundries which manufacture semicon-
ductors designed by others, the number of our potential customers could decrease, which would increase our
dependence on our limited number of customers. The loss of one or more of these major customers or a
decrease in orc}iers from one of these customers could materially affect our revenue, business and reputation.

Because of the lengthy sales cycles of many of our products, we may incur significant expenses before we
generate any qevenues related to those products.

Our custorners may need several months to test and evaluate our products. Thls increases the possibility
that a customer may decide to cancel or change plans, which could reduce or eliminate our sales to that
customer. As a result of this lengthy sales cycle, we may incur significant research and development expenses,
and selling, general and administrative expenses before we generate the related revenues for these products,
and we may n“ever generate the anticipated revenues if our customer cancels or changes its plans.

In additio‘n many of our products will not be sold directly to the end-user but will be components of other
products. As a\ result, we rely on OEMs of our products to select our products from among alternative offerings
to be mcorporated into their equipment at the design stage; so-called design ins. The OEM’s decisions often
precede the gcncratlon of volume sales, if any, by a year or more. Moreover, if we are unable to'achieve these
design ins fron:1 OEMs, we would have difficulty selling our products to that OEM because changing suppliers
involves signiﬁcant cost, time, effort and risk on the part of that OEM.

Customers ge:merally do not make long term commitments to purchase our products and our customers
may cease purchasing our products at any time.

Sales of our products are often made pursuant to individual purchase orders and not under long-term
commitments|and contracts. Our customers frequently do not provide any assurance of minimum or future
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sales and are not prohibited from purchasing products from our competitors at any time. Accordingly, we are
exposed to competitive pricing pressures on each order. Our customers also engage in the practice of
purchasing products from more than one manufacturer to avoid dependence on sole-source suppliers for
certain of their needs. The existence of these practices makes it more difficult for us to gain new customers and
to win repeat business from existing customers.

Other Risks

We may be subject to claims of infringement of third-party intellectual property rights, or demands that
we license third-party technology, which could result in significant expense and prevent us from using our
technology.

We rely upon patents, trade secret laws, confidentiality procedures, copyrights, trademarks and licensing
agreements to protect our technology. Due to the rapid technological change that characterizes the
semiconductor and flat panel display process equipment industries, we believe that the improvement of
existing technology, reliance upon trade secrets and unpatented proprietary know-how and the development of
new products may be as important as patent protection in establishing and maintaining competitive advantage.
To protect trade secrets and know-how, it is our policy to require all technical and management personnel to
enter into nondisclosure agreements. We cannot guarantee that these efforts will meaningfully protect our
trade secrets.

There has been substantial litigation regarding patent and other intellectual property rights in the
semiconductor related industries. We have in the past been, and may in the future be, notified that we may be
infringing intellectual property rights possessed by other third parties. We cannot guarantee that infringement
claims by third parties or other claims for indemnification by customers or end users of our products resulting
from infringement claims will not be asserted in the future or that such assertions, if proven to be true, will not
materially and adversely affect our business, financial condition and results of operations.

Particular elements of our technology could be found to infringe on the intellectual property rights or
patents of others. Other companies may hold or obtain patents on inventions or otherwise claim proprietary
rights to technology necessary to our business. For example, twice in 1992 and once in 1994 we received notice
from General Signal Corporation that it believed that certain of our tool automation products infringed
General Signal’s patent rights. We believe the matters identified in the notice from General Signal were also
the subject of a dispute between General Signal and Applied Materials, Inc., which was settled in November
1997. There are also claims that have been made by Asyst Technologies Inc. that certain products we acquired
through acquisition embody intellectual property owned by Asyst. To date no action has been instituted
against us directly by General Signal, Applied Materials or Asyst.

We cannot predict the extent to which we might be required to seek licenses or alter our products so that
they no longer infringe the rights of others. We also cannot guarantee that the terms of any licenses we may be
required to seek will be reasonable. Similarly, changing our products or processes to avoid infringing the rights
of others may be costly or impractical and could detract from the value of our products. If a judgment of
infringement were obtained against us, we could be required to pay substantial damages and a court could
issue an order preventing us from selling one or more of our products. Further the cost and diversion of
management attention brought about by such litigation could be substantial, even if we were to prevail. Any of
these events could result in significant expense to us and may materially harm our business and our prospects.

Our failure to protect our intellectual property could adversely affect our future operations.

Our ability to compete is significantly affected by our ability to protect our intellectual property. Existing
trade secret, trademark and copyright laws offer only limited protection, and certain of our patents could be
invalidated or circumvented. In addition, the laws of some countries in which our products are or may be
developed, manufactured or sold may not fully protect our products. We cannot guarantee that the steps we
have taken .to protect our intellectual property will be adequate to prevent the misappropriation of our
technology. Other companies could independently develop similar or superior technology without violating our
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intellectual property rights. In the future, it may be necessary to engage in litigation or like activities to enforce
our 1ntellectual property rights, to protect our trade secrets or to determine the validity and scope of
proprietary ngpts of others, including our customers. This could require us to incur significant expenses and to
divert the efforts and attention of our management and technical personnel from our business operations.

If the site of the majority of our manufacturing operations were to experience a significant disruption in

. \ . .
operations, our business could be materially harmed.

Most of our manufacturing facilities are concentrated in one location. If the operations of these facilities
were disrupted as a result of a natural disaster, fire, power or other utility outage, work stoppage or other
similar event, jour business could be seriously harmed because we may be unable to manufacture and ship
products and parts to our customers in a timely fashion.

Oﬁ; business }cuuld be materially harmed if one or more key suppliers fail to deliver key components.

We curre&ltly obtain many of our key components on an as-needed, purchase order basis from numerous
suppliers. Wedo not generally have long-term supply contracts with these suppliers, and many of them have
undertaken cost-containment measures in light of the recent downturn in the semiconductor industry. In the
event of an in‘Jdustry upturn these suppliers could face significant challenges in delivering components on a
timely basis. Our inability to obtain components in required quantities or of acceptable quality could result in
delays or rcdu:ctions in product shipments to our customers. This could cause us to lose customers, result in
delayed or lost revenue and otherwise materially harm our business.

Our stock prijce is volatile.

The market price of our common stock has fluctuated widely. For example, between May 14, 2002 and
September 3q, 2002, the closing price of our common stock dropped from approximately $39.55 to $11.45 per
share and between April 14, 2003 and September 8, 2003, the price of our common stock rose from
approxxmately $7.80 to $27.68 per share. During fiscal 2004 our stock price fluctuated between a high of
$27.30 per share and a low of $11.62 per share. The market price of our common stock reached a low of
approxxmately $7.59 on April 11, 2003. Consequently, the current market price of our common stock may not
be indicative of future market prices, and we may be unable to sustain or increase the value of an investment
in our common stock. Factors affecting our stock price may include:

s variations in operating results from quarter to quarter;

o changés in earnings estimates by analysts or our failure to meet analysts’ expectations;

. chang%as in the market price per share of our public company customers;

o market conditions in the semiconductor industry or the industries upon which it depends;

. generzjll economic conditions;

. politicjal changes, hostilities or health risks such as SARS;

o low tr;ading volume of our common stock; and

> the mjlmber of firms making a market in our common stock.

In addit;ion, the stock market has recently experienced significant price and volume fluctuations. These
fluctuations have particularly affected the market prices of the securities of high technology companies like

ours. These market fluctuations could adversely affect the market price of our common stock.
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Provisiens in our organizational documents, contracts and 4.75% Convertible Subordinated Notes due
2008 may make it difficult for someone to acquire control of us.

Our certificate of incorporation, bylaws, contracts and 4.75% Convertible Subordinated Notes Due 2008
contain provisions that would make more difficult an acquisition of control of us and could limit the price that
investors might be willing to pay for our securities, including:

the ability of our board of directors to issue shares of preferred stock in one or more series without
further authorization of stockholders;

a prohibition on stockholder action by written consent;
the elimination of the right of stockholders to call a special meeting of stockholders;

a requirement that stockholders provide advance notice of any stockholder nominations of directors to
be considered at any meeting of stockholders;

a requirement that the affirmative vote of at least 80 percent of our shares be obtained for certain
actions requiring the vote of our stockholders;

a requirement under our shareholder rights plan that, in many potential takeover situations, rights
issued under the plan become exercisable to purchase our common stock at a price substantially
discounted from the then applicable market price of our common stock; and

a requirement upon specified types of change of control that we repurchase the 4.75% Convertible
Subordinated Notes at a price equal to 100% of the principal outstanding amount thereof, plus accrued
and unpaid interest, if any.
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Brooks Automation, Inc,

Item 7A. Qujantitative and Qualitative Disclosures About Market Risk
Concentrationjl of Credit Risk

Financial instruments that potentially subject us to concentration of credit risk consist primarily of trade
receivables and temporary and long-term cash investments in treasury bills, certificates of deposit and
commercial pz}apcr. We restrict our investments to repurchase agreements with major banks, U.S. government
and corporate| securities, and mutual funds that invest in U.S. government securities, which are subject to
minimal credit and market risk. Our customers are concentrated in the semiconductor industry, and relatively
few customers} account for a significant portion of our revenues. Qur top ten largest customers account for 39%
of revenues. Qur top twenty largest customers account for slightly more than 50% of revenues. We regularly
monitor the creditworthiness of our customers and believe that we have adequately provided for exposure to

potential credﬁt losses.

Interest Rate Exposure

At September 30, 2004, we had no variable interest rate debt, accordingly, a 10% change in the effective
interest rate percentage would impact interest income although it would not materially affect the consolidated
results of operations or financial position.

Currency Rat:e Exposure

Our foreign revenues are generally denominated in United States dollars. Accordingly, foreign currency
fluctuations have not had a significant impact on the comparison of the results of operations for the periods
presented. The costs and expenses of our international subsidiaries are generally denominated in currencies
other than the United States dollar. However, since the functional currency of our international subsidiaries is
the local currency, foreign currency translation adjustments do not impact operating results, but instead are
reflected as a component of stockholders’ equity under the caption “Accumulated other comprehensive
income (loss)”. To the extent that we expand our international operations or change our pricing practices to
denominate prices in foreign currencies, we will be exposed to increased risk of currency fluctuation. Assets
and liabilities of our international subsidiaries are translated at period end exchange rates. As such, foreign
currency fluctuation results in increases and decreases in translated foreign currency assets and liabilities with
the resulting offset being reflected in “Accumulated other comprehensive income (loss)”.
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Item 8. Financial Statements and Supplementary Data

Report of Independent Registered Public Accounting Firm . .......... ... ... ... ...
Consolidated Balance Sheets as of September 30, 2004 and 2003 ... ... .. ... ...t

Consolidated Statements of Operations for the three years ended September 30, 2004, 2003 and
200 . L e e

Consolidated Statements of Changes in Stockholders’ Equity for the three years ended
September 30, 2004, 2003 and 2002 ... ... . e

Consolidated Statements of Cash Flows for the three years ended September 30, 2004, 2003 and
2002 . o e
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board‘of Directors and Stockholders
of Brooks Automation, Inc.:

In our opinion, the consolidated financial statements listed in the accompanying index presént fairly, in all
material respects, the financial position of Brooks Automation, Inc. and its subsidiaries at September 30, 2004
and 2003, and the results of their operations and their cash flows for each of the three years in the period
ended Septe@ber 30, 2004 in conformity with accounting principles generally accepted in the United States of
America. These financial statements are the responsibility of the Company’s management. Qur responsibility
is to express an opinion on these financial statements based on our audits. We conducted our audits of these
statements inl accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting
principles used and significant estimates made by management, and evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

/s/ PRICEWATERHOUSECOOPERS LLP
PricewaterhouseCoopers LLP

Boston, Mass“achusetts
November 3, 2004
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BROOKS AUTOMATION, INC.
CONSOLIDATED BALANCE SHEETS

September 30,
2004 2003

(In thousands, except share
and per share data)

ASSETS

Current assets
Cash and cash equivalents .......... .. ... .. i $ 193,281 $ 124,999
Marketable securities. . .. ... ot 62,086 4,482
Accounts receivable, met . ... ... e 124,004 69,374
INVEntOrIES o o 71,891 53,212
Prepaid expenses and other current assets .......... .. ... ...l 9,873 17,946
Total current assets ... 461,135 270,013
Property, plant and equipment, net .......... ... i i 58,810 64,825
Long-term marketable securities . ... ...t 73,743 69,651
GoodwWill ... e 62,034 68,958
Intangible assets, Met .. ... ... i e 6,929 10,592
OthET ASSETS o vt ettt e e 8,388 9,206
Total @SSELS . . oot $ 671,039 $ 493,245

LIABILITIES, MINORITY INTERESTS AND STOGCKHOLDERS’ EQUITY
Current liabilities

Current portion of long-term debt . ........ .. ... . ... o $ 11 $ 98
Accounts payable . ... ... L 45,086 26,770
Deferred revenue . ... it 34,568 33,686
Accrued warranty and retrofit costs .. .. ... . 12,054 11,809
Accrued compensation and benefits. . ....... ... ... i 25,626 14,808
Accrued retirement benefit .. ... ... . 9,899 9,899
Accrued restructuring CostS. . ... v et 6,654 10,908
Accrued income taxes payable . ...... ... ... oo 16,015 10,165
Accrued expenses and other current liabilities .. ........................ 17,085 16,714
Total current liabilities ......... .. .. i 166,998 134,857
Long-term debt ... ... . 175,014 175,025
Accrued long-term restructuring . ...... ...ttt 13,536 18,359
Other long-term labilities. .. ... .. .. ... . 1,678 1,467
Total labilities .. .. .. ... i e 357,226 329,708
Commitments and contingencies (Note 19)
MinOTitY IMtETESES . o vttt et ittt i e 918 707

Stockholders’ equity
Preferred stock, $0.01 par value, 1,000,000 shares authorized, 1 share issued
and outstanding ... ... ... — —
Common stock, $0.01 par value, 100,000,000 shares authorized, 44,691,844
and 37,266,181 shares issued and outstanding at September 30, 2004 and

2003, respectively . ..o 447 373
Additional paid-in capital ............ i 1,233,526 1,102,215
Deferred compensation . .......... oot (24) (1,014)
Accumulated other comprehensive income . ............ ... ... .. ... 12,359 12,390
Accumulated deficit. . ... ... ... .. ... (933,413) (951,134)

Total stockholders’ equity ............. ... i 312,895 162,830
Total liabilities, minority interests and stockholders’ equity ......... $ 671,039 $ 493,245

The accompanying notes are an integral part of these consolidated financial statements.
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BROOKS AUTOMATION, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

Year ended September 30,
2004 2003 2002
(In thousands, except per share data)

Revenues
Product. . ... oo e $404,438 $ 228,599 $ 208,666
S IVICES . i e 135,331 115,011 95,588
Total revenues . ......... .. . 539,769 343,610 304,254
Cost of revenues
Product. ... ..o i s 244,380 170,193 151,147
S IVICES ittt 91,065 69,751 70,063
Total cost of revenues. .. ..... .. ... .. i, 335,445 239,944 221,210
GToss Profit .. ... e e e 204,324 103,666 83,044
Operating expenses
Research and development ............. ... ... ... ... .. . ... 67,133 72,894 75,055
Selling, general and administrative . .......................... 89,347 98,308 101,205
Amortization of acquired intangible assets..................... 3,663 4,654 20,317
Goodwill impairment charges .............. ... . oo, 7,421 39,951 334,184
Asset impairment charges ............... i — — 145,069
Restructuring and acquisition-related charges .................. 5,356 46,257 35,032
Total operating exXpenses ..............covneeiineeen.. 172,920 262,064 710,862
Income (loss) from operations ........... ...y 31,404 (158,398)  (627,818)
Interest INCOMIE . ..o ittt et e et e et it 4,984 4,067 9,840
Interest eXpense. ... ..o e 9,492 10,042 10,290
Other expense (INCOME), NEt. ... .. vnnr it 911 16,267 (856)
Income (loss) before income taxes and minority interests ......... 25,985 (180,640)  (627,412)
Income tax ProviSiOn ... .......veuuneiimeeeninrnineennnennnn, 8,053 4,906 92,816
Income (loss) before minority interests ......................... 17,932 (185,546)  (720,228)
Minority interests in income (loss) of consolidated subsidiaries . . ... 211 214 (274)
Netincome (1oSS) ... e e $ 17,721 $(185,760) §$(719,954)
Earnings (loss) per share
BasiC . oo $ 041 $ (505 $ (27.90)
Diluted . ... .o $ 041 $ (505 $ (27.90)
Shares used in computing earnings (loss) per share
BasiC . . 43,006 36,774 25,807
Diluted . .t e 43,469 36,774 25,807

The accompanying notes are an integral part of these consolidated financial statements.
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BROOKS AUTOMATION, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
Year ended September 30,

Cash flows from operating activities »
Net income (10S5) ...ttt et

Adjustments to reconcile net income (loss) to net cash provided by

(used in) operating activities:
Depreciation and amortization. .............c.coiveineeeain.
Impairment of assets ........... ..ot

Compensat‘ion expense related to common stock options and
stock based compensation expense ............... . ...,

Impairmeni/ loss on disposal of Shinsung................. e
Deferred income taxes ...t
Amortization of debt discount and issuance costs..............
Minority interests .. ... ...ttt i
Loss on disposal of long-lived assets...................... S
Changes in operating assets and liabilities, net of acquired assets
and liabilities:
Accounts receivable ...... ... ...
L8 1031 e} o =T
Prepaid expenses and other current assets ..................
Accounts payable ....... ... .
Deferred revenue............. i
Accrued warranty and retrofit costs ............... ... ..
Accrued compensation and benefits ............. ...
Accruedrestructuring Costs .. ... it
Accrued| expenses and other current liabilities ..............

Net cash provided by (used in) operating activities .. ... ...

Cash flows ffom investing activities

Purchases of ffixed assets ................. i,
Acquisition of businesses, net of cash acquired..................
Proceeds from sale of business line............................
Purchases of marketable SECUTItEs . . . ..........cooeerrnnnnn...
Sale/maturity of marketable securities.................. ...,
Proceeds from sale of long-lived assets ........................
(Increase) decrease in other @ssets. ... .........oovuueineenn..n,

Net cash provided by (used in) investing activities ..... ...
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2004 2003 2002
(In thousands)

$ 17,721 $(185,760) $(719,954)
17,541 30972 37402
7,421 46,012 479,253
1,762 9,365 1,794
— 14,568 —
— — 96,748
839 839 628
211 214 (274)
505 4,870 1,720
(53,960) 20,191 43,241
(17,744) 25,468 16,418
8,376 (2,035) 3,876
17,967 (3,960)  (2,494)
(91) 7,383 1,928
231 (6,813) 7,249
10,621 (3,961)  (4,336)
(9,123)  (4454)  (4,469)
6,578 (1229)  (14,389)
8855  (48330)  (55,659)
(8203)  (13,810)  (23,660)
— 400 (16,195)
— 550 —
(231,687)  (74,878)  (74,559)
169,141 121,729 123,599
_ 8,420 57
— 1,182 968
(70,749) 43,593 10,210




Year ended September 30,
2004 2003 2002
(In thousands)

Cash flows from financing activities

Proceeds from issuance of long-term debt . ..................... — 153 —
Payments of long-term debt and capital lease obligations ......... (98) (119) (587)
P:oceeds from issuance of common stock, net of issuance costs. ... 130,203 6,134 8,029
Net cash provided by financing activities . ................ 130,105 6,168 7,442

Effects of exchange rate changes on cash and cash equivalents . ... 71 (1,729) 3,065
Net increase (decrease) in cash and cash equivalents ............ 68,282 {298) (34,942)
Cash and cash equivalents, beginning of year ................... 124,999 125,297 160,239
Cash and cash equivalents, end of year ........................ $ 193,281 $ 124,999 $ 125,297
Supplemental disclosure of cash flow information
Cash paid during the year for interest ......................... $ 8653 § 9200 $ 8,560
Cash paid (received) during the year for income taxes, net of

refunds . ... e e $ 2237 § 6100 $ (5339
Supplemental disclosure of noncash financing and investing

activities

Settlement of notes related to acquisitions in exchange for common
SEOCK . oot e e $ — 3 — % 17,750

The accompanying notes are an integral part of these consolidated financial statements.
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i. Nature of the Business

Brooks Automation, Inc. (“Brooks” or the “Company”) is a leading supplier of automation products and
solutions primarily serving the worldwide semiconductor market. Brooks supplies hardware, . software and
services to both chip manufacturers and original equipment manufacturers, or OEMs, who make manufactur-
ing equlpment’ for making semiconductor devices. Brooks has offerings ranging from hardware and software
modules to fully integrated systems and system integration services to deploy its products on a world-wide
basis. Although Brooks’ core business addresses the increasingly complex automation requirements of the
global semiconductor industry, Brooks is also focused on providing automation solutions for, a number of
related industries, including flat panel display manufacturing, data storage and other complex manufacturing.

2. Summary of Significant Accounting Policies

Principles of Consolidation and Basis of Presentation

The consolidated financial statements include the accounts of the Company and all majority-owned
subsidiaries. All intercompany accounts and transactions are eliminated.

On May 16, 2003, the Company sold 81% of the common stock of Brooks-PRI Automation (Switzer-
land) GmbH (“Brooks Switzerland”) for $1.3 million, less $0.8 million of cash held by Brooks Switzerland on
that date. Brooks Switzerland held the technology and assets associated with the former Tec-Sem A.G.
(“Tec-Sem”); acquisition on October 9, 2001. The Company retained a 19% equity interest in Brooks
Switzerland and retained ownership of certain technology associated with semiconductor lithography. The
Company accounts for this equity interest under the equity method of accounting.

On Octgber 9, 2002, the Company acquired Microtool, Inc. (“Microtool”), a Colorado Springs,
Colorado company that provides service diagnostics for the 200mm and 300mm equipment markets. This
transaction was recorded using the purchase method of accounting in accordance with Financial Accounting
Standards Board Statement No. 141, “Business Combinations” (“FAS 141”).

On July 3, 2002, the Company acquired Hermos Informatik GmbH (“Hermos”), from its parent, The
Hermos Group. Hermos, located in Germany, is a provider of wafer carrier ID readers for the 300mm market.
On May 14, 2002, the Company completed the acquisition of PRI Automation, Inc. (“PRI”). PRI,
principalily lo:cated in Billerica, Massachusetts and Mountain View, California, supplies advanced factory
automation systems equipment, software and services that optimize the productivity of semiconductor and
precision electromcs manufacturers, as well as OEM process tool manufacturers. On February 15, 2002, the
Company acqu1red substantially all of the assets of Intelligent Automation Systems, Inc. and [AS Products,
Inc. (collectively, “IAS™), two privately held companies affiliated with each other, previously located in
Cambridge, Massachusetts. IAS provides standard and custom automation technology and products for the
semlconductor photonics, life sciences and certain other industries. On December 15, 2001, the Company
acquired FabJ Air Control (“Fab Air”), a Massachusetts company that develops exhaust control and airflow
management |systems for the semiconductor industry. On December 13, 2001, the Company acquired the
Automation Systems Group of Zygo Corporation (“Zygo”). Zygo, previously located in Florida, is a
manufacturer of reticle automation systems, including reticle sorters, reticle macro inspection systems and
reticle handling solutions for the semiconductor industry. On October 9, 2001, the Company acquired 90% of
the capital stock of Tec-Sem A.G. (“Tec-Sem”), a Swiss company, and subsequently exercised an option to
acquire the remaining 10% of Tec-Sem’s capital stock during March 2002. Tec-Sem is a manufacturer of bare
reticle stockers, tool buffers and batch transfer systems for the semiconductor industry. As described above,
Tec-Sem was subsequently sold in May 2003. On October 5, 2001, the Company acquired substantially all of
the assets of General Precision, Inc. (“GPI”). GPI, previously located in Valencia, California, is a supplier of
high-end environmental solutions for the semiconductor industry. These transactions were recorded using the
purchase method of accounting in accordance with FAS 141.
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In June 1999, the Company formed a joint venture in Korea. This joint venture is 70% owned by the
Company and 30% owned by third parties unaffiliated with the Company. The Company consolidates fully the
financial position and results of operations of the joint venture and accounts for the minority interest in the
consolidated financial statements.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Significant estimates include bad
debts, inventories, intangible assets, goodwill, income taxes, warranty obligations and the adequacy of
restructuring reserves. Although the Company regularly assesses these estimates, actual results could differ
from those estimates. Changes in estimates are recorded in the period in which they become known.

Foreign Currency Translation

For non-U.S. subsidiaries, assets and liabilities are translated at period-end exchange rates, and income
statement items are translated at the average exchange rates for the period. The local currency for all foreign
subsidiaries is considered to be the functional currency and accordingly, translation adjustments are reported
in “Accumulated other comprehensive income (loss)”. Foreign currency translation adjustments are one of
the components added to the Company’s net income (loss) in the calculation of comprehensive net income
(loss).

Cash and Cash Equivalents

Cash and cash equivalents include cash and highly liquid investments with original maturities of three
months or less. At September 30, 2004 and 2003, cash equivalents were $88.8 million and $73.0 million,
respectively. Cash equivalents are held at fair value.

Concentration of Credit Risk

Financial instruments that potentially subject the Company to concentration of credit risk consist
primarily of trade receivables and temporary and long-term cash investments in treasury bills, certificates of
deposit and commercial paper. The Company restricts its investments to repurchase agreements with major
banks, U.S. government and corporate securities, and mutual funds that invest in U.S. government securities,
which are subject to minimal credit and market risk. The Company’s customers are concentrated in the
semiconductor industry, and relatively few customers account for a significant portion of the Company’s
revenues. The Company’s top twenty largest customers account for slightly more than 50% of revenues. The
Company regularly monitors the creditworthiness of its customers and believes that it has adequately provided
for exposure to potential credit losses.

Accounts Receivable and Allowance for Doubtful Accounts

Trade accounts receivable are recorded at the invoiced amount and do not bear interest. The allowance
for doubtful accounts is the Company’s best estimate of the amount of probable credit losses in its existing
accounts receivable. The Company determines the allowance based on historical write-off experience by
industry. The Company reviews its allowance for doubtful accounts monthly. Past due balances over 120 days
and over a specified amount are reviewed individually for collectibility. All other balances are reviewed on a
pooled basis by type of receivable. Account balances are charged off against the allowance when the Company
feels it is probable the receivable will not be recovered. The Company does not have any off-balance-sheet
credit exposure related to its customers.
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During fiscal 2004, the Company reversed excess bad debt reserves of $2.1 million as a result of 1rnpr0ved
collections on overdue receivables.

Inventories

Inventories are stated at the lower of cost or market, cost being determined using the first-in, first-out
method. The Company provides inventory reserves for excess, obsolete or damaged inventory based on
changes in customer demand, technology and other economic factors.

Fixed Assets and Impairment of Long-lived Assets

Property, plant and equipment are stated at cost less accumulated depreciation. Depreciation is computed
using the straight-line method. Depreciable lives are summarized below:

Buildings. . ... o e . 20 - 40 years
Computer equipment and software ..................... PR 2 - 6 years
Machinery and equipment . . ... ... 2 - 10 years
Furniture and fixtures . . ... ..o e 3 - 10 years

Equipment held under capital leases is recorded at the fair market value of the equipment at the inception
of the leases. Leasehold improvements and equipment held under capital leases are amortized over the shorter
of their estimated useful lives or the term of the respective leases. Equipment used for demonstrations to
customers is included in machinery and equipment and is depreciated over its estimated useful life. Repair and
maintenance costs are expensed as incurred.

The Company periodically evaluates the recoverability of long-lived assets, including its intangible assets,
whenever events and changes in circumstances indicate that the carrying amount of an asset may not be fully
recoverable. This periodic review may result in an adjustment of estimated depreciable lives or an asset
impairment. When indicators of impairment are present, the carrying values of the asset are evaluated in
relation to their operating performance and future undiscounted cash flows of the underlying business. If the
future undiscounted cash flows are less than their book value, an impairment exists. The impairment is
measured as the difference between the book value and the fair value of the underlying asset. Fair values are
based on estlmates of market prices and assumptions concerning the amount and timing of estimated future
cash flows and assumed discount rates, reflecting varying degrees of perceived risk.

When anjasset is retired, the cost of the asset disposed of, and the related accumulated depreciation, are
removed from! the accounts, and any resulting gain or loss is included in the determination of operating profit
(loss).

Intangible Assets and Goodwill

Patents include capitalized direct costs associated with obtaining patents as well as assets that were
acquired as a part of purchase business combinations. Capitalized patent costs are amortized using the
straight-line n}lethod over the estimated economic life of the patents. As of September 30, 2004 and 2003, the
net book value of the Company’s patents was $0.3 million and $0.4 million, respectively.

Goodwill represents the excess of purchase price over the fair value of net tangible and identifiable
intangible assets of the businesses the Company acquired. The Company performs an annual impairment test
of its goodwill as required under the provisions of FAS 142 on September 30 of each fiscal year'unless interim
indicators of impairment exist. :
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The amortizable lives of intangible assets, including those identified as a result of purchase accounting,
are summarized as follows:

PaemtS ..o 3 - 5 years
Completed technology . .....oo i 2 - 10 years
License agreements . . ... vuti it it e e e 5 years
Trademarks and trade names. .. ... ...t 3 - 5 years
Non-competition agreCments . . . .. v.vut et ettt ettt 3 - 5 years
Customer relationships ... ... ... e 4 - 7 years

Revenue Recognition

Product revenues are associated with the sale of equipment automation systems and components, the sale
of factory automation hardware products, and the sale of factory automation software licenses. Service
revenues are associated with hardware-related field service, training, software maintenance and software-
related consulting and integration services.

Revenue from product sales that do not involve significant customization is recorded upon delivery and
transfer of risk of loss to the customer provided there is evidence of an arrangement, fees are fixed or
determinable, collection of the related receivable is reasonably assured and, if applicable, customer acceptance
criteria have been successfully demonstrated. Customer acceptance provisions include final testing and
acceptance carried out prior to shipment. These pre-shipment testing and acceptance procedures ensure that
the product meets the published specification requirements before the product is shipped. If the arrangement
contains extended payment terms, revenue is recognized as the payments become due. Shipping terms are
customarily FOB shipping point. Costs incurred for shipping and handling and reimbursable expenses are
included in revenues and cost of sales. A provision for product warranty costs is recorded to estimate costs
associated with warranty liabilities. When significant on site customer acceptance provisions are present in the
arrangement, revenue is recognized upon completion of customer acceptance testing.

Revenue from the sale of off-the-shelf software licenses is recognized upon delivery to the customer
provided . there is evidence of an arrangement, fees are fixed or determinable, collection of the related
receivable is probable, and there are no unusual acceptance criteria or extended payment terms. If the
arrangement contains acceptance criteria or testing, then revenue is recognized upon acceptance or the
successful completion of the testing. If the arrangement contains extended payment terms, revenue is
recognized as the payments become due. Revenue related to post-contract support is deferred based on
vendor-specific objective evidence of the value of the support and recognized ratably over the contract period.

For tailored software contracts, the Company provides significant consulting services to tailor the software
to the customer’s environment. If the Company is able to reasonably estimate the level of effort and related
costs to complete the contract, the Company utilizes the percentage-of-completion method. If the ability of
the Company to complete the tailored software is uncertain or if the Company cannot reasonably estimate the
level of effort and related costs, completed contract accounting is applied. Revisions in revenue and cost
estimates are recorded in the periods in which the facts that require such revisions become known. Losses, if
any, are provided for in the period in which such losses are first identified by management. Generally, the
terms of long-term contracts provide for progress billing based on completion of certain phases of work. For
maintenance contracts, service revenue is deferred based on vendor specific objective evidence of its fair value
and is recognized ratably over the term of the maintenance contract. Deferred revenue primarily relates to
unearned revenues for services and maintenance agreements and amounts billed on long term contracts
accounted for using the completed contract method.
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In transactions that include multiple products and/or services, the Company allocates the sales value
among each of the deliverables based on their relative fair values and recognizes such revenue when they are
delivered. The Company enters into two types of significant multi-element arrangements: tailored software
arrangements, describéd above, and software sales with post-contract support. Revenue for the undelivered
support on software sales with post-contract support is deferred based on vendor specific objective evidence of
the value of the support and recognized ratably over the term of support.

Warranty

The Company offers warranties on the sales of certain of its products and records an accrual for estimated
future claims. Such accruals are based upon historical experience and management’s estimate of the level of
future claims.

Research and development expenses

" Research and development costs are charged to expense when incurred, except for certain software
development costs. Software development costs are expensed prior to establishing technological feasibility and
capitalized thereafter until the product is available for general release to customers. Capitalized software
development costs are amortized to cost of sales on a product-by-product basis over the estimated lives of the
related products, typically three years. The Company did not capitalize any such costs during fiscal 2004, 2003
or 2002.

Stock-Based Compensatibn

The Company’s employee stock compensation plans are accounted for in accordance with Accounting
Principles Board Opinion No. 25, “Accounting for Stock Issued to Employees” (“APB 25”) and related
interpretations; Under this method, no compensation expense is recognized as long as the exercise price equals
or exceeds the market price of the underlying stock on the date of the grant. The Company elected the
disclosure- only alternative permitted under Statement of Financial Accounting Standards No. 123, “Account-
ing for Stock-Based Compensation™ (“FAS 123”), as amended by FAS 148, for fixed stock-based awards to
employees. All non-employee stock-based awards are accounted for at fair value and recorded as compensa-
tion expense over the period of service in accordance with FAS 123 and related interpretations. ‘

The following pro forma information regarding net income (loss) has been calculated as if the Company
had accounted for its employee stock options and stock purchase plan under the fair value method under
FAS 123.

The fair value of each option grant was estimated on the date of grant using the Black Scholes option-
pricing model Mlth the following assumptions:

Year Ended September 30,

) 2004 2003 . 2002
Risk-freefinterestrate . .. ................ ..., 26%-33% 22%-27% 22%-49%
Volatility . ..o 70% 82% 84%
Expectedllife (years) .................coin... 4.0 4.0 4.0
Dividendlyield ......................... .. ... 0% 0% 0%
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The fair value of each employee stock purchase right was estimated on the commencement date of each
offering period using the Black-Scholes option-pricing model with the following assumptions:

Year Ended September 30,

2004 2003 2002
Risk-free interest rate. ......... ...t i 1.6% 1.3% 2.2%
Volatility . ... e 55% 75% 67%
Expected life ...........0 i 6 months 6 months 6 months
Dividend yield ........ .. ... .ot 0% 0% 0%

For purposes of pro forma disclosures, the estimated fair value of the options is amortized to expense over
the options’ vesting period. The Company’s pro forma information follows (in thousands, except per share
information):

Year Ended September 30,

2004 2003 2002

Net income (loss), asreported .. ...................... $ 17,721  $(185,760) $(719,954)
Add stock-based employee compensation expense included

in reported net income (loss) .......... ... ... ..., 990 8,511 1,794 -
Deduct pro forma stock-based compensation expense .. ... 30,148 23,432 54,046
Proformanetloss............. . oo, $(11,437) $(200,681) $(772,206)
Earnings (loss) per share

Basic earnings (loss) per share, as reported ........... $ 041 $ (505 $ (27.90)

Diluted earnings (loss) per share, as reported.......... $ 041 § (505 $ (27.90)

Basic loss per share, proforma .................. ..., $§ (0.27) §  (5.46) § (29.92)

Diluted loss per share, pro forma .................... $ (0.26) § (5.46) § (29.92)

Because most options vest over several years and additional option grants are expected to be made
subsequent to September 30, 2004, the results of applying the fair value method may have a materially
different effect on pro forma net loss in future years.

Income Taxes

The Company records income taxes using the asset and liability method. Deferred income tax assets and
liabilities are recognized for the future tax consequences attributable to differences between the financial
statement carrying amounts of existing assets and liabilities and their respective income tax bases, and
operating loss and tax credit carryforwards. The Company’s consolidated financial statements contain certain
deferred tax assets which have arisen primarily as a result of operating losses, as well as other temporary
differences between financial and tax accounting. Statement of Financial Accounting Standards No. 109
“Accounting for Income Taxes,” requires the Company to establish a valuation allowance if the likelihood of
realization of the deferred tax assets is reduced based on an evaluation of objective verifiable evidence.
Significant management judgement is required in determining the Company’s provision for income taxes, the
Company’s deferred tax assets and liabilities and any valuation allowance recorded against those net deferred
tax assets. The Company evaluates the weight of all available evidence to determine whether it is more likely
than not that some portion or all of the net deferred income tax assets will not be realized.
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Earnings (Loss) Per Share

Basic earnings (loss) per share is calculated based on the weighted average number of common shares
outstanding during the period. Diluted earnings (loss) per share is calculated based on the weighted average
number of common shares and dilutive common equivalent shares assumed outstanding during the period.
Shares used to compute diluted earnings (loss) per share exclude common share equivalents if their inclusion
would have an anti-dilutive effect.

Fair Value of Financial Instruments

The Company’s financial instruments consist of cash and cash equivalents, investments in long- and
short-term debt securities, accounts receivable, accounts payable and accrued expenses. The carrying amounts.
reported in the balance sheets approximate their fair value at September 30, 2004 and 2003. The Company’s
financial instruments also include its convertible notes. At September 30, 2004, the estimated fair value of the
Company’s convertible notes was approximately $167.6 million compared to the carrying value of $175.0 mil-
lion. The estimated fair value of the convertible notes is based on the quoted market price of the convertible
notes on September 30, 2004.

Reclassifications

Certain reclassifications have been made in the 2003 and 2002 Consolidated Financial Statements to
conform to the 2004 presentation.

Recent Accounting Pronouncements

In January 2003, the Financial Accounting Standards Board (“FASB”) issued FASB Interpretation
No. 46 (revised December 2003), “Consolidation of Variable Interest Entities” (“FIN 46R”), which clarifies
the application of Accounting Research Bulletin No. 51, “Consolidated Financial Statements”, to certain
entities in which equity investors do not have the characteristics of a controlling financial interest or do not
have sufficient equity at risk for the entity to finance its activities without additional subordinated financial
support and replaces FASB Interpretation No. 46. FIN 46R provides guidance on the identification of entities
for which control is achieved through means other than through voting rights (“variable interest entities” or
“VIEs”) and how to determine when and which business enterprise should consolidate the VIE. In addition,
FIN 46R requires that both the primary beneficiary and all other enterprises with a significant variable interest
in a VIE make additional disclosures. This interpretation was effective in financial statements of public entities
that have interests in variable interest entities or potential variable interest entities commonly referred to as
special-purpose entities for periods ending after December 15, 2003. Application of this pronouncement by
public entities for all other types of entities, subject to FIN 46R, is required in financial statements for periods
ending after March 15, 2004. The adoption of FIN 46R did not have an impact on our financial position or
results of operations.

In September 2004, the Emerging Issues Task Force issued EITF No. 04-08, “The Effect of
Contingently Convertible Debt on Diluted Earnings per Share” (“EITF 04-08”) which addressed issuances of
contingently convertible debt instruments (CCDIs), exactly which periods a CCDI impacts EPS when the
conversion trigger is tripped and the condition that should be used to determine whether the if-converted
method should be applied if the conversion condition changes. These securities should be treated as
convertible securities and included in a dilutive EPS calculation (if dilutive), regardless of whether the market
price trigger has been met. The provisions of this Issue are expected to be effective for periods ending after
December 15, 2004. This consensus would be applied retroactively to instruments outstanding at the date of
adoption, effectively restating previously reported EPS. The adoption of the provisions of EITF 04-08 will
reduce diluted EPS to the extent the Company’s convertible debt is dilutive but is not expected to have any
impact on the Company’s previously reported EPS.
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- In November 2004, the FASB issued FASB Statement No. 151, “Inventory Costs — an Amendment of
ARB No. 43, Chapter 4” (“FAS 151”). FAS 151 amends ARB 43, Chapter 4, to clarify that abnormal
amounts of idle facility expense, freight, handling costs, and wasted materials (spoilage) should be recognized
as current-period charges. In addition, this Statement requires that allocation of fixed production overheads to
the costs of conversion be based on the normal capacity of the production facilities. The provisions of this
Statement are effective for inventory costs incurred during fiscal years beginning after June 15, 2005. The
adoption of the provisions of FAS 151 is not expected to have a material impact on the Company’s financial
position or results of operations.

3. Business Acquisitions
Purchase Transactions

The following transactions were accounted for as purchase transactions under FAS 141. Common stock
issued as consideration for these transactions, with the exception of PRI, was valued at the average closing
price of the Company’s common stock for two days before and the day of the respective acquisition, which
coincided with the announcement date of these acquisitions. Common stock issued as consideration for PRI
was valued at the average closing price of the Company’s common stock for two days before, the day of and
two days after the announcement of the merger. The value of any additional shares issued for acquisitions were
recorded at the average closing price of the Company’s common stock for two days before and the day of the
issuance. The fair values of identifiable intangible assets were based on estimates of future revenues and
earnings to determine a discounted cash flow valuation of identifiable intangible assets that meet the separate
recognition criteria of FAS 141. The excess of purchase price over fair value of net assets acquired is allocated
to identifiable intangible assets and amortized over their estimated useful lives using the straight-line method,
and the remainder is recorded as goodwill. Except for PRI and GPI, pro forma results of operations are not
presented as the amounts are not material compared to the Company’s historical results.

Fiscal 2003 Transactions
Microtool, Inc.

On October 9, 2002, the Company acquired Microtool, Inc. (“Microtool”), a Colorado Springs,
Colorado company that provides service diagnostics for the 200mm and 300mm equipment markets. The
acquisition of Microtool provides the Company with additional software and services offerings. In considera-
tion, the Company paid $0.5 million cash and issued 170,001 shares of its common stock with a value of
$1.7 million, or $9.74 per share. Common stock issued as consideration for this transaction was valued at the
average closing price of the Company’s common stock for two days before and the day of the acquisition,
which coincided with the announcement date of this acquisition. The Company had reserved an additional
19,999 shares to be issued conditionally upon adjustments for finalization of the net tangible assets acquired
from the selling stockholders; these shares, valued at $0.2 million, or $9.99 per share, were issued on
February 6, 2003. See the table below for a summary of the transaction.

Fiscal 2002 Transactions
Hermos

On July 3, 2002, the Company completed the acquisition of all of the outstanding capital stock of
Hermos, a privately-held company located in Mistelgau, Germany. Hermos provides wafer carrier ID readers
used in the manufacture of semiconductors. In consideration, the Company paid the Hermos stockholders
$5.1 million in cash and issued 1,274,989 shares of Brooks’ common stock with a value of $29.7 million, or
$23.31 per share. During fiscal year 2003, the Company received $0.5 million in cash and issued an additional
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249,192 shares lwith a value of $1.9 million as a result of the finalization of the purchase price. See the table
below for a summary of the transaction.

PRI

On May 14, 2002, the Company completed the acquisition of 100% of the outstanding shares of PRI
Automation, Inc. (“PRI”). PRI, located principally in Billerica, Massachusetts and Mountain View,
California, supplies advanced factory automation systems, software and services that optimize the productivity
of semiconductor and precision electronics manufacturers, as well as OEM process tool manufacturers. The
acquisition of PRI by Brooks provided the Company with entry into the automated material handling systems
(“AMHS”) and lithography automation markets by serving semiconductor manufacturers while also
significantly e)quanding its atmospheric product offerings serving the OEM business. Stockholders of PRI
received 0.52 shares of Brooks’ common stock for each share of PRI common stock held. The Company
issued l3,563,2“()7 shares of Brooks common stock to PRI stockholders in the merger. During fiscal year 2003,
the Company issued an additional 33,232 shares of Brooks common stock valued at $0.4 million for PRI
Canadian exchangcablc shares which were subsequently cancelled during the third quarter of fiscal 2004. The
fair value of the common stock issued was calculated based upon the closing price of the Company’s common
stock on the date of issuance. The Company also reserved an additional 3,317,168 common shares for issuance
upon the cxcrc‘lise of options to purchase PRI common stock, which were assumed by Brooks and converted
into options to purchase Brooks common stock, using the same ratio as that used for the common shares. The

merger was structured as a tax-free reorganization.

The $308.3 million of goodwill arising from the acquisition is not deductible for tax purposes. Of this
amount, $179.5 million was allocated to the Company’s equipment automation segment, $110.3 million to the
Company’s factory automation hardware segment and $18.5 million to the Company’s factory automation
software segment :

The fair value of the Company’s common stock per share was calculated as $33.60 per share, on
October 24, 2001 the date of the announcement of the merger. The Company has calculated the fair value of
the options exchanged to be $76.1 million as of the acquisition date using the Black-Scholes option pricing
model. The intrinsic value of the unvested options exchanged in the acquisition was estimated at $14.7 million
and was recm‘*ded as deferred compensation. The deferred compensation is being recognized over the
remaining vesting periods of the options, which range up to five years. The Company also accounted for
$14.3 million of transaction fees, including $6.2 million of legal and accounting fees and $7.2 million of

investment bamkmg fees.

The following table summarizes the estimated fair values of the tangible assets acquired and liabilities
assumed at May 14, 2002, the date of acquisition (in thousands):

Cash .o $ 39271
Other CUITENT ASSEES . . ottt ettt et et et et et 63,852
Property, jplant and equipment ....... ... ... ... . oo 9,037
O her ASSES . . . ot e e 23,154
Deferred ax assets, MEt . ... ..ot e e 56,537
Current Habilitles ... .. ..o oeit ittt (72,029)
Long-term liabilities . . ... ... ot i i e e (9,987)
Net asseté ACQUITEd . . $109,835

The acquiisition gave rise to the consolidation and elimination of certain PRI duplicate facilities and
redundant PRI personnel and the Company provided certain balance sheet adjustments in accordance with
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Emerging Issues Task Force No. 95-3, “Recognition of Liabilities in Connection with a Purchase Business
Combination.” The Company anticipated headcount reductions of approximately 325 people across all
functional areas of the combined company and, as such, included an estimated accrual for workforce
reductions of $13.5 million comprised of severance, employee benefits and outplacement support. As of
September 30, 2003, substantially all employees related to this action have been terminated, and all
$13.5 million of severance and other workforce-related costs has been paid. The former chief executive officer
of PRI entered into a non-competition agreement with the Company, which became effective upon
completion of the combination and which required a total payment of $1.1 million over a two-year period. The
Company identified redundant facilities consisting of sales and support offices, manufacturing facilities and
administrative offices. As such, an accrual of $11.1 million was recorded in connection with the acquisition
representing rental commitments on facilities with lease terms to 2011. During fiscal 2003 the Company
reassessed the estimates and assumptions related to the facilities accrual and based on management’s
evaluation recorded an additional charge of $10.1 million related to these facilities.

The Company has also accrued for $1.2 million of amounts to be incurred subsequent to the acquisition
related to legal costs to close legal subsidiaries of PRI. The Company believes the above actions are an integral
component of the acquisition plan to enable the benefits of the combined companies to be optimized and the
benefits of the acquisition to be realized. The Company had completed the majority of restructuring efforts as
of September 30, 2003. Lease payments for restructured facilities due after more than one year are classified
as long-term liabilities. The Company also decreased the fair value of acquired leasehold improvements by
$5.1 million for leasehold improvements related to PRI facilities which were abandoned.

The Company recorded adjustments for a deferred tax asset of $101.8 million relating to the taxable
losses and other timing differences of PRI acquired based on the then expected synergies and benefits, less
$45.3 million of deferred tax liabilities related to the identifiable intangible assets to be acquired, for a net
deferred tax asset acquired of $56.5 million. Additionally, the Company recorded adjustments to amounts
previously recorded by PRI to eliminate $38.9 million of deferred revenue, $38.8 million of associated deferred
inventory costs and $5.2 million of associated deferred installation costs related to contracts where effort was
substantially completed prior to the acquisition date but revenue was deferred by PRI until acceptance by the
customer. The Company recorded an accrual for estimated warranty expense of $1.2 million for contracts for
which deferred revenue has been eliminated but for which there remains a continuing warranty obligation
subsequent to the acquisition. The Company recorded accounts receivable of $9.8 million for amounts due
from customers under contracts for which Brooks will not recognize revenue subsequent to the acquisition
date.

The Company also eliminated $1.6 million of intangible assets and $1.4 million of goodwill previously
recognized as assets by PRI and $1.8 million of restructuring reserves related to facilities based on PRI
estimates which the Company has re-evaluated and recorded a separate accrual. See the table below for a
summary of the transaction.

IAS

On February 15, 2002, the Company acquired IAS, two privately held affiliated companies located in
Cambridge, Massachusetts. IAS provides custom automation technology and products for the semiconductor,
photonics, life sciences and certain other industries. As consideration, the Company paid IAS and its
stockholders (the “Sellers”) $5.4 million of cash and issued or reserved for issuance 209,573 shares of Brooks
common stock with a value of $9.9 million at the time of closing and converted existing TAS stock options into
Brooks stock options, using the same ratio as that used for the common shares. The fair value of the common
stock was calculated as $47.91 per share. Of these shares, 68,973 shares were issued in fiscal 2002 and 140,600
were reserved for issuance to the sellers over a period of three years in accordance with the terms of the
acquisition agreement, subject to adjustment for any indemnification claims that may arise within two years of
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the acquisition date. The 140,600 shares are issuable contingent upon employment obligations ‘to be fulfilled
by certain key| IAS employees ratably over the three year period subsequent to the acquisition. During fiscal
year. 2003, the: Company received $0.3 million in cash related to the finalization of the purchase price. In
addition, the (‘Sompany issued 34,433 shares of the contingent shares in accordance with the terms of the
acquisition agreement. As such, the Company recorded compensation expense of $0.9 million in its
Consolidated Statemcnt of Operations for the year ended September 30, 2003. During fiscal year 2004, the
Company issued 37,301 additional shares of its common stock as contingent consideration. The fair value of
the common stock issued was calculated based upon the closing price of the Company’s common stock on the
date of issuance. In addition, the Company issued an additional 34,433 shares of the contingent shares in
accordance with the terms of the acquisition agreement. As such, the Company recorded compensation
expense of $0.8 million in its Consolidated Statement of Operations for the year ended September 30, 2004.
At September 30, 2004, 34,433 contingent shares remain to be issued in accordance with the terms of the

acquisition agreement.

The Company has calculated the fair value of the options exchanged in this transaction to be $1.0 million
as of the acquisition date using the Black-Scholes option pricing model. The intrinsic value of the unvested
options exchaﬂged in the acquisition is $0.5 million and was recorded as deferred compensation. The deferred
compensation is being recognized over the remaining vesting periods of the options, which range up to four

years. See thel table below for a summary of the transaction.

Fab Air

On December 15, 2001, the Company acquired Fab Air, a Massachusetts company that develops exhaust
control and airflow management systems for the semiconductor industry. As consideration, the Company paid
$1.2 million of cash and incurred $0.3 million of transaction costs. See the table below for a summary of the
transaction.

Zygo Group

On Deceimber 13, 2001, the Company acquired the Zygo Group, located in Florida. The Zygo Group is a
manufacturer |of reticle automation systems, including reticle sorters, reticle macro inspection systems, and
reticle handling solutions for the semiconductor industry. As consideration, the Company paid $12.2 million of
cash. During fiscal year 2003, the Company received $0.3 million in cash as a result of finalization of the
purchase price. See the table below for a summary of the transaction.

Tec-Sem

On October 9, 2001, the Company acquired 90% of the outstanding capital stock of Tec-Sem, a leading
manufacturer ‘of bare reticle stockers, tool buffers and batch transfer systems for the semiconductor industry.
During Marcljn 2002, the Company exercised its option to purchase the remaining 10% of the outstanding
capital stock. As consideration, the Company paid $13.8 million of cash, net of cash acquired of $223,000, and
issued 180,000 shares of Brooks common stock with a market value of $5.7 million at the time of issuance.
The shares issPcd included 25,000 shares of fully issued common stock with a market value of $0.7 million at
the time of issuance, to certain key non-owner employees of Tec-Sem, which were accounted for as additional
purchase pricé, since the issuance of the shares was not related to any continuing employee obligations to the

Company. See the table below for a summary of the transaction.

On May 16, 2003, the Company sold 81% of the common stock of Brooks-PRI Automation (Switzer-
land) GmbH |(“Brooks Switzerland”) for $1.3 million, less $0.8 million of cash held by Brooks Switzerland on
that date. The Company recorded a loss of $3.2 million which is recorded in “Acquisition related and
restructuring charges” in the Company’s Consolidated Statement of Operations for the year ended Septem-
ber 30, 2003. ‘Brooks Switzerland held the technology and assets associated with the Tec-Sem A.G. (“Tec-
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Sem”) acquisition. The Company retained a 19% equity interest in Brooks Switzerland and retained
ownership of certain technology associated with semiconductor lithography. The Company’s remaining
investment is accounted for under the equity method of accounting. The Company included its portion of the
results of Brooks Switzerland in its results for the year ended September 30, 2003 for the period subsequent to
its disposition. A summary of the transaction is as follows (in thousands):

Cash consideration, met .............oiiiiiiiii it $ 550

Net assets disposed . ............ ... .ol R e (901)

Cumulative translation adjustment . ....... ... ... .. ... i (2,826)

Loss on diSPosSition ... ... ut it e $(3,177)
GPI

On October 5, 2001, the Company acquired substantially all of the assets of GPI in exchange for
825,000 shares of Brooks common stock, with a market value of $25.5 million at the time of issuance, subject
to post-closing adjustments, and $0.2 million of cash. In accordance with the procedures defined in the terms
of the acquisition agreement, the Company and the selling stockholders completed the post-closing adjust-
ments and analysis related to the net assets of GPI at a point in time prior to the closing compared with the net
assets at closing. As a result, on November 19, 2002, the Company issued 15,869 shares of Brooks’ common
stock with a market value of $0.2 million to the selling stockholders in full settlement of this process.
Additionally, the Company made indemnification claims against shares held in escrow in accordance with the
acquisition agreement. To that effect, the Company released 56,200 of the shares held in escrow to the selling
stockholders. The remaining 28,800 shares are being held pending final resolution of the indemnification
claims. GPI, previously located in Valencia, California, is a supplier of high-end environmental solutions for
the semiconductor industry. See the table below for a summary of the transaction.
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A summary of the transactions described above is as follows (in thousands):

Consideration:
Cash...... R
Common stock .........

\
Fair value of employee
stock options converted

Transactions|costs. . .....

Total conéideration

Fair value of net tanglble
asset (habllmes) acquired

Deferred compensation . ...
Excess of consideration over

fair value of [net assets
acquired . ..............

Allocation of e?(cess
consideration to

identifiable intangible
assets: ‘

Completed technology . . .
Customer relationships. .

Trademarks and trade

Non-competition
agreements ..........

Allocation of excess
consideration to goodwill

Notes:

Microteol  Hermos(1) PRI IAS Fab Air Zygo Tec-Sem(2) GPI
$ 500 $4561 § — $5177 81,150 $11,839  $13,777 § 177
1,856 31,643 455,697 4,140 — — 5720 25,649
— - 76,114 1,035 — — — —
202 339 14273 1,012 281 257 513 829
2,558 36,543 546,084 11,364 1,431 12,096 20,010 26,655
545 617 109,835  (2,109) — 3,624 1,499 5,844
— — 14,677 532 — — — —
2,013 35926 421,572 12941 1,431 8,472 18,511 20,811
— 4,600 80,800 5,520 1,431 2,100 7,200 9,300
- — 28,500 — — — — —
— — 3,900 — — 100 — 600
— — 60 — — —_ — 200
— 4,600 113,260 5,520 1,431 2,200 7,200 10,100
$2,013  $31,326  $308,312 $7421 $§ — $6272  $11,311  $10,711

(1) Hermos: |Cash consideration of $4,561 is net of cash acquired of $15

2) ch-Semi: Cash consideration of $13,777 is net of cash acquired of $223

The weighted-average amortization period of identifiable intangible assets acquired in the transactions
described above are as follows (in years):

Completed tech‘»nology .........................
Customer relationships ...............coooven...

Trademarks and trade names
Non-competition agreements

Weighted-avérage .............. ..ot

Pro Forma Results of Operations

Microtool

Hermos PRI IAS
3 6 6

—_ 7 —
— 5 —
= S =
3 £

Fab Air

w

lle 11

Zygo Tec-Sem  GPI

wh

i

llen 11

5

e 1

W

o 1w |

The following pro forma results of operations for the year ended September 30, 2002, have been prepared
as though the \acqulsltlons of PRI and GPI had occurred as of October 1, 2001. The acquisitions of PRI and
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GPI included gross consideration of $546.1 million and $26.7 million, respectively. This pro forma financial
information does not purport to be indicative of the results of operations that would have been attained had the
acquisitions been made as of October 1, 2001 or of results of operations that may occur in the future (in
thousands, except per share data):

Year Ended
September 30,
2002
ReVEnUeS .. $ 419,795
Net loss before cumulative effect of change in accounting principle ............. $(762,833)
Nt 1088 oottt e $(762,833)
Loss per share (diluted) ........ ... i i $ (2225

4, Marketable Securities

The Company invests its cash in marketable debt securities and classifies them as available-for-sale. The
Company records these securities at fair value in accordance with Statement of Financial Accounting
Standards No. 115, “Accounting for Certain Investments in Debt and Equity Securities” (“FAS 1157).
Marketable securities reported as current assets represent investments that mature within one year from the
balance sheet date. Long-term marketable securities represent investments with maturity dates greater than
one year from the balance sheet date. At the time that the maturity dates of these investments become one
year or less, the securities are reclassified to current assets. Unrealized gains and losses are excluded from
earnings and reported in a separate component of stockholders’ equity until they are sold. At the time of sale,
any gains or losses, calculated by the specific identification method, will be recognized as a component of
operating results.

The following is a summary of marketable securities as of September 30, 2004 and 2003:

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value

(Amounts in thousands)
September 30, 2004:
U.S. Treasury securities and obligations of

U.S. government agencies . .............oovennn... $ 62,243 $ — $169 $ 62,074
U.S. corporate securities ..........ccoveiininieenenn. 44,097 102 158 44,041
Mortgage-backed Securities ...................... . 7,957 —_ 53 7,904
Other debt securities .......... ..., 21,937 4 131 21,810

$136,234 $106 $511 $135,829

September 30, 2003:
U.S. Treasury securities and obligations of

U.S. government agencies .. ...................... $ 13,504 $ 16 $ 4 $ 13,516
U.S. corporate securities . .............oouuernnen.. 33,870 . 373 69 34,174
Mortgage-backed Securities .............. ... ... 2,288 3 — 2,291
Other debt securities ..........covierneneeeenn.. 23,927 © 229 4 24,152

$ 73,589 $621 $ 77 $ 74,133
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Gross realized gains and losses realized on sales of available-for-sale marketable securities included in
“Other (income) expense” in the Consolidated Statements of Operations for the years ended September 30,
2004, 2003 and 2002 are -as follows: |

Year Ended
September 30,

2004 2003 2002

Gross realized ains. ...t $148 3877 $444
Gross realized 10SSES . . ...\ttt 11 . 67 —
Net realized gains ... ..ot e $ 37 $810 $444

The fair value of the marketable securities at September 30, 2004, by contractual maturity, are shown
below. Expected maturities will differ from contractual maturities because the issuers of the securities may
have the right to prepay obligations without prepayment penalties.

Fair Value

(In'thousands) -
Dueinoneyearorless......... ..o $ 62,086
Due after one year through five years............................ [ - 58,547
Due aftejr five years through ten years .............. e 6,600
Due afte}r 117 (=7 O 8,596
$135,829

5. Property; Plant and Equipment

Property, plant and equipment as of September 30, 2004 and 2003 were as follows:
September 30,

2004 2003
(In thousands)

Buildingsand land ........... ... ... o $ 39874 $ 38,830
Computer equipment and software ................ ... 62,824 60,721
Machinery and equipment ............ ... ..o 27,927 27,303
Furniture and fiXTUTES . .. .. v v u e e e e e e e e et 14,633 15,983
Leaseho“ld IMPIOVEIMENES . . . o vt v vt et ettt ie et eeeenenns 26,147 25,982
ConStruCtion i PIOZIESS . .. ..o vr et e e et e ee e eaenn, 3,005 938

174,410 169,757
Less accumulated depreciation and amortization.................... (115,600) - (104,932)

Property, plant and equipment, net ...................... e $ 58,810 § 64,825

Depreciation expense was $13.9 million, $26.1 million and $16.4 million for the years ended Septem-
ber 30, 2004, 2003 and 2002, respectively. As of September 30, 2004 and 2003, the Company did not have any
equipment under capital lease obligations.

In fiscal 2003, the Company identified certain facilities that it would be exiting early as a part of its
restructuring plan and therefore no longer expected to utilize these assets, including certain equipment and
leasehold irﬁprovements, to their full estimated life. As such, the Company accelerated the depreciation of
these assets |to conform to the new estimated life in accordance with the Company’s plan of vacating these
facilities and in accordance with Accounting Principles Board Opinion No. 20, “Accounting Changes.” The
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impact of the accelerated depreciation on the fiscal year resulted in the recognition of an incremental
$9.4 million of depreciation expense. In addition, in fiscal 2003, the Company recorded an impairment charge
of $6.1 million related to capitalized costs of an abandoned internal systems application infrastructure
program.

6. Goodwill and Intangible Assets

The Company elected to adopt the provisions of FAS 142 effective October 1, 2001. Accordingly, the
Company ceased the ratable amortization of goodwill on that date.

The economic downturn which impacted the semiconductor industry continued in fiscal 2002. Through-
out fiscal 2002, the Company continued to monitor industry forecasts which suggested a recovery would occur
in the near term. During the fourth quarter of fiscal 2002, updated industry forecasts indicated that the timing
and speed of recovery for the sector would be much slower and later than had previously been anticipated. The
Company performed its annual assessment of the carrying value of its goodwill under the provisions of
FAS 142 as of September 30, 2002 and concluded that the goodwill related to the equipment automation,
factory automation hardware and factory automation software segments was impaired. This impairment in all
three segments resulted from reduced future earnings expectations due to the prolonged downturn in the
semiconductor industry as well as uncertainty as to the timing and speed of recovery for the sector across all
three of the Company’s semiconductor-related reporting units. Accordingly, the Company recorded a charge
to operations in the fourth quarter of fiscal 2002 of $334.2 million for the write-down of goodwill:
$174.1 million associated with the equipment automation segment, $123.8 million associated with the factory
automation hardware segment and $36.3 million associated with the factory automation software segment.

In fiscal 2003, the semiconductor industry downturn continued, although prior to the fourth quarter of
fiscal 2003, there were no interim indicators of impairment as the market indicated the recovery of the
semiconductor industry. The Company performed its annual impairment test under FAS 142 as of
September 30, 2003 using the present value of expected future cash flows. During this process detailed
estimates of revenue and expense were developed for each of the Company’s segments and as a whole based
on internal as well as external market forecasts. Based on this analysis, the Company determined that the
implied fair value of the factory automation hardware reporting unit’s goodwill was less than its book value and
therefore recorded a charge to write-down the value of this goodwill.

In connection with a recent third party letter of intent to purchase the assets of the Company’s Specialty
Equipment and Life Sciences Group, which makes up the Company’s “Other” segment, the Company
assessed the potential impairment of goodwill in the segment (See Note 20). The Company considered the
offer in the letter of intent as an indication of the fair value of the segment. Based on its analysis, the Company
determined that the implied fair value of the “Other” reporting unit’s goodwill was $7.4 million less than its
book value and therefore recorded a charge to write-down the value of this goodwill in the fourth quarter. As
there were no interim indicators of potential impairment of goodwill in the Company’s other segments, the
Company performed its annual impairment test under FAS 142 in the fourth quarter of fiscal 2004 using the
present value of expected cash flows. During this process detailed estimates of revenue and expense were
developed for the segments based on internal as well as external market forecasts. The Company’s analysis
indicated no impairment of the goodwill in these segments.
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The changes in the carrying amount of goodwill by segment for the years ended September 30, 2003 and

2004 are as follows (in thousands): ,
Factory Factory

Equipment Automation  Automation
Automation Hardware Software Other Total
Balance at Séptember 30, 2002 . ........... $24,964 $ 35,654 $36,700  $ 6,838 $104,156
Adjustments to goodwill:
Acquisitions ........... ... ... — 2,013 — — 2,013
Purchase accounting adjustments on
prior period acquisitions ............ 445 850 25 (253) 1,067
Impairment......................... — (39,951) — — (39,951)
Foreign currency translation ........... 10 1,434 229 — 1,673
Balance at Séptember 30,2003 ............ 25,419 — 36,954 6,585 68,958
Adjustmcnfs to goodwill: ‘
Purchase accounting adjustments on
prior period acquisitions ............ (400) — (26) 836 410
Tmpairment. ... — — — (7421)  (7421)
Foreign ¢urrency translation ........... 1 — 86 — 87
Balance at September 30,2004 ............ $25020 $ —  $37014 . § — § 62,03

Purchasei accounting adjustments of $0.4 million and $1.1 million for fiscal 2004 and 2003, respectively,
represent adjustments resulting from the finalization of purchase prices for various historical acquisitions

(Note 3).

Components of the Company’s identifiable intangible assets are as follows (in thousands):

September 30, 2004 September 30, 2003
Accumulated Net book Accumulated Net book
Cost amortization value Cost amortization Value
Patents . . ... e $ 7,179 $ 6,839 $ 340 §$ 7,179 $ 6,743 $ 436
Completed tejchnology ........... 30,385 26,824 3,561 30,385 24,214 6,171
License agreements ............. 305 305 — 305 305 -
Trademark an}d trade names ...... 2,532 2,193 339 2,532 1,949 583
Non—competiﬁion agreements. .. ... 1,726 1,688 38 1,726 1,545 181
Customer relétionships ........... 6,517 3,866 2,651 6,517 3,296 3,221

$48,644 $41,715 $6,929  $48,644 $38,052 $10,592

Ratable émortization expense for intangible assets was $3.7 million, $4.7 million and $20.3 million for the
years ended September 30, 2004, 2003 and 2002, respectively.

66



BROOKS AUTOMATICON, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
Estimated future amortization expense for the intangible assets recorded by the Company as of
September 30, 2004 is as follows (in thousands): & . ‘

Year ended September 30, .
2005 ......... .. [N PR e $3,100

2006 .. $1,818
2007 L e e e e $ 770
2008 e e e e e $ 659
2000 L e e e e $ 582
Thereafter .......................... e e e e e e $ —

In the fourth quarter of fiscal 2002, the Company performed an assessment of the carrying values of our
intangible assets under the provisions of Financial Accounting Standards Board Statement No. 12I,
“Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed Of”
(“FAS 121) due to the potential impairment indicated by the write-down of its goodwill. The Company
determined that the lowest level of cash flows for the FAS 121 impairment test is each reporting unit. The
Company performed an impairment analysis based on the undiscounted cash flows of expectations of future
earnings for each of the reporting units over the remaining lives of the primary assets of each reporting unit,
and determined that the various intangibles were impaired. Accordingly, the Company recorded a charge to
operations of $145.1 million for the write-down of intangibles assets. This write-down resulted from reduced
future earnings expectations due to the prolonged downturn in the semiconductor industry and uncertainty as
to the timing and speed of recovery for the sector across all of the Company’s reporting units. The write-down
of intangible assets of $145.1 million is included within “Asset impairment charges” in the Company’s
Consolidated Statement of Operations for the year ended September 30, 2002.

The components of the impairment of intangible assets recorded for the year ended September 30, 2002
is as follows (in thousands):

Factory Factory
Equipment Automation Automation
Automation Hardware Software Other Total
Patents ............oovunniiieiiiiiinn... $2082 $ 553 0§ 142 0§ — § 2777
Completed technology..................... 84,331 15,033 9,172 4,888 113,424
License agreements ............coovuviennn — 373 — . 373
Trademarks and trade names ............... 546 3,072 922 — 4,540
Non-competition agreements ............... 150 — 517 — 667
Customer relationships .................... — 19,118 4,170 — 23,288
Total impairment of intangible assets ...... $87,109 $38,149 $14,923 $4,888  $145,069
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7. Earnings: (Loss) Per Share

Below isia reconciliation of loss per share and weighted average common shares outstanding for purposes
of calculating basic and diluted loss per share (in thousands, except per share data):

Year Ended September 30,

2004 2003 2002

Net income (loss) ..........ooviiiiiiii i $17,721  $(185,760) $(719,954)
Weighted avejrage common shares outstanding used in computing

basic earnings (loss) pershare ........... ... ... 43,006 36,774 25,807
Dilutive common stock options . ............... .. i 463 — —
Weighted average common shares outstanding for purposes of

computing|diluted earnings (loss) per share .................... 43,469 36,774 25,807
Basic earnings (loss) pershare ........... ... ... oL $ 041 § (505 § (27.90)
Diluted earnings (loss) pershare .................coiiiiini. .. $§ 041 § (505 § (27.90)

Approxir;nately 5,038,000, 6,538,000 and 5,784,000 options to purchase common stock and assumed
conversions totaling approximately 2,492,000, 2,492,000 and 2,492,000 shares of common stock were excluded
from the computation of diluted loss per share attributable to common stockholders for the years ended
September 30 2004, 2003 and 2002, respectively, as their effect would be anti-dilutive. These options and
conversions could, however, become dilutive in future periods.

8. Investment in Shinsung

As a result of the acquisition of PRI, the Company acquired PRI’s minority investment in Shinsung
Engineering Co., Ltd. (“Shinsung”), a South Korean manufacturer of semiconductor clean room equipment
and other industrial systems. At the time of the Company’s acquisition of PRI on May 14, 2002, the fair
market values of the Shinsung common shares and warrants were $10.7 million and $12.0 million,
respectively. At September 30, 2002, the Company reported an unrealized loss of $9.3 million resulting from
the change in the fair market values of the common shares and warrants as a component of “Accumulated
other comprehensive income (loss)” in the Company’s Censolidated Balance Sheet.

In December 2002, the Company received an offer from Shinsung, and on January 27, 2003, concluded
the sale to Shlnsung of the warrants for $0.5 million. As a result, the Company recorded an impairment charge
of $11.6 m1lhon In March 2003, the Company sold the Shinsung common shares for $7.7 million, net of
transaction costs incurring a $3.0 million net loss on the sale of the common shares. Both the 1mpalrment
charge and the net loss on the sale of the common shares have been included in “Other (income) expense” in
the Company s Consolidated Statements of Operations for the year ended September 30, 2003.
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9. Income Taxes

The components of the income tax provision are as follows (in thousands):
Year Ended September 30,

2004 2003 2002
Current:
e e $ 6 8 6 3§ 6
Foreign . ..o 8,047 4,900 4,769
8,053 4,906 4,775
Deferred:
Federal ... . — — 69,782
At . . e — — 9,393
3100 =314 o A —_ — 8,866

— — 88,041
$8,053  $4,906 $92,816

The components of income (loss) before income taxes and minority interests, are as follows (in
thousands):

Year Ended September 30,

2004 2003 2002
DOMESHC -+ e v et ettt e e e e $ 4,407  $(147,958) $(580,359)
ST 21,578 (32,682)  (47,053)

$25985  $(180,640) $(627,412)

The differences between the income tax provision (benefit) and income taxes computed using the
applicable U.S. statutory federal tax rate are as follows (in thousands):

Year Ended September 30,

2004 2003 2002
Income tax provision (benefit) computed at federal statutory rate. . ... $ 9,095 $(63,224) $(219,594)
State income taxes, net of federal benefit ......................... 150 (3,250) (12,478)
Research and development tax credits ............................ (1,079) (1,007) (1,004)
Foreign sales corporation/ETI tax benefit ......................... (621) — (833)
Foreign income taxed at differentrates ........................... (2,867) 4,778 16,381
Change in deferred tax asset valuation allowance ................... (1,432) 48,539 219,553
Permanent differences . ........ .. . . . .. e 617 1,538 777
Nondeductible amortization of goodwill . .......................... — 10,337 93,197
Withholding taxes . . ... i 3,895 3,099 1,604
Other ... e 295 4,096 (4,787)
Tncome tax provision . ............eoiiiiiiniiit $8053 $§ 4906 $ 92816

The Company does not provide for U.S. income taxes applicable to undistributed earnings of its foreign
subsidiaries since these earnings are indefinitely reinvested.
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The significant components of the net deferred tax assets are as follows (in thousands):
: ‘ Year Ended September 30,

' ‘ 2004 - 2003 2002

Reserves not currently deductible ....................... ... ...... $ 37,990 §$ 48,105 $ 63,276
Federal, state and foreign tax credits ..................... e - 29,334 25,812 25,719
Capitalized research and development .......... ... ........... ... — 573 901
Depreciation and amortization. . ..., 44,666 43,120 44,043
Net operating loss carryforwards . ........ ... ... .o i ... 167,128 164,066 98,447

Deferred tax asset .. ... vt e 279,118 281,676 232,386
Other Habilities .. .. oot e e e 2,927 4,053 3,302
Deferred tax liability. .. ........ .. oo i i 2,927 4,053 - 3,302
Valuation allowance . ...t 276,191 277,623 229,084
Net deferred tax assets. ...ttt $ — 3 — § —

As a result of recognizing an operating loss during the year ended September 30, 2002, and the continuing
uncertainty in the semiconductor sector, the Company determined that it was more likely than not that the net
deferred tax assets would not be realized and recorded a full valuation allowance in fiscal 2002. The amount of
the deferred ttax asset considered realizable is subject to change based on future events, including generating
taxable income in future periods. The Company continues to assess the need for the valuation allowance at
each balance sheet date based on all available evidence. As a result, the Company continued to provide a full
valuation allowance against its net deferred tax assets at September 30 2003 and 2004. If the Company
generates future taxable income against which these tax attributes may be applied, some portion or all of the
valuation allowance would be reversed and a corresponding increase in net income would be reported in future
periods.

The valuation allowance also applies to state and foreign net operating loss carryforwards that may not be
fully utilized by the Company.

As of September 30, 2004, the Company had federal, state and foreign net operating loss carryforwards of
approximately $647.7 million and federal and state research and development tax credit carryforwards of
approximately $22.3 million and foreign tax credit carryforwards of approximately $9.2 million available to
reduce future tax liabilities, which expire at various dates through 2024.

10. Common Stock Offering

On December 16, 2003, the Company completed a public offering of 6,900,000 shares of its common
stock. The Company received proceeds, net of $6.8 million of issuance costs, of $124.3 million on the sale of
the common stock.

11. Financing Arrangements

On May 23, 2001, the Company completed the private placement of $175.0 million aggregate principal
amount of 4.75% Convertible Subordinated Notes due in 2008. The Company received net proceeds of
$169.5 million from the sale. Interest on the notes is paid on June 1 and December 1 of each year. The notes
will mature on June 1, 2008. The Company may redeem the notes at stated premiums after June 6, 2004.
Holders may require the Company to repurchase the notes upon a change in control of the Company in certain
circumstances. The notes are convertible at any time prior to maturity, at the option of the holders, into shares
of the Company’s common stock, at a conversion price of $70.23 per share, subject to certain adjustments.
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The notes are subordinated to the Company’s senior indebtedness and structurally subordinated to all
indebtedness and other liabilities of the Company’s subsidiaries.

At Septembér 30, 2004, the Company had $0.5 million of an uncommitted demand promissory note
facility still in use, all of it for letters of credit.

Debt consists of the following (in thousands):
‘ September 30,

. 2004 2003
" Convertible subordinated notes at 4.75%, due on June 1, 2008 .......... $175,000  $175,000
. Other............... e e 25 123

175,025 175,123

:Less current portion.............. e 11 98

Long-term debt .. ... ... i e $175,014  $175,025
The Company’s debt repayments are due as follows (in thousands):

Year ended September 30,

200 L e e $ 11

2006 o e e 12

2007 e 2

T 2008 L e 175,000

2009 ... P —

-—_ $175,025

12. Postretirement Benefits

The Company sponsors defined contribution plans that meet the requirements of Section 401 (k) of the
Internal Revenue Code. All United States employees of the Company who meet minimum age and service
requirements are eligible to participate in the plan. The plan allows employees to invest, on a pre-tax basis, a
percentage of their annual salary subject to statutory limitations.

As part of its cost reduction initiatives, the Company discontinued its matching contribution to the
employee defined contribution plans during fiscal 2001. Accordingly, the Company did not record any expense
for worldwide defined contribution plans for the years ended September 30, 2003 and 2002. This matching
contribution was reinstated in April 2004. The Company’s contribution expense for worldwide defined
contribution plans was $0.9 million for the year ended September 30, 2004.

The Company has an accrual of $9.9 million related to the retirement benefit to be paid to its former
Chief Executive Officer under the terms of his employment agreement. The amount payable is earned over
time and due upon his retirement. In accordance with his employment contract, the full retirement benefit as
determined by the employment agreement of $10.1 million will be paid on January 1, 2005.

13. Stockholders’ Equity and Convertible Redeemable Preferred Stock
Preferved Stock

. At September 30, 2004 and 2003, there were one million shares of preferred stock, $0.01 par value per
share authorized; one share was issued and outstanding at September 30, 2004 and 2003. The outstanding
share of preferred stock was issued in connection with the Company’s acquisition of PRI and relates to PRI’s
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former Canadian exchangeable shareholders. The rights for the holder of the preferred share are the same in
all material respects to those of a holder of common stock. Preferred stock may be issued at the discretion of
the Board of Directors without stockholder approval with such designations, rights and preferences as. the
Board of Directors may determine.

Righes Distribution

In July 1997, the Board of Directors declared a dividend of one preferred purchase right (a “right”) for
each share of common stock outstanding on August 12, 1997. Each right entitled the registered holder to
purchase from the Company, upon certain triggering events, one one-thousandth of a share of Series A Junior
Participating Preferred Stock (the “Series A Preferred Shares”), par value $0.01 per share, of the Company,
at a purchase 'price of $135.00 per one one-thousandth of a Series A Preferred Share, subject to adjustment.
Redemption of the rights could generally discourage a merger or tender offer involving the securities of the
Company that is not approved by the Company’s Board of Directors by increasing the cost of effecting any
such transaction and, accordingly, could have an adverse impact on stockholders who might want to vote in
favor of such merger or participate in such tender offer. The rights will expire on the earlier of July 31, 2007, or
the date on which the rights are redeemed. The terms of the rights may generally be amcnded by the Board of
Directors without the consent of the holders of the rights.

14. Stock P;lans
Exchange Program

On April 12, 2003, the Company executed a tender offer (the “Exchange Program”) under which
employees (excluding certain of the Company’s executive officers and the directors) holding stock options
awarded under the Company’s various stock option plans which have an exercise price equal to or in excess of
$20.00 per share (the “Old Options™) were permitted to exchange their Old Options for new options for a
smaller number of shares (the “New Options”). Under the Exchange Program, options to
purchase 2, 526 880 shares of common. stock of participating employees were cancelled. Subsequently, on
October 16, 2003 the Company issued New Options to purchase 1,218,809 shares of common stock to those
employees at|an exercise price equal to $24.30, the market price of the Company’s common stock on that date.
As the New Options were granted more than six months after the cancellation of the Old Options, no
compensation expense was recorded related to the new issuance. New Options granted in exchange for vested
Old Options vested on April 16, 2004. New Options granted in exchange for unvested Old Options vest upon
the original vesting schedule plus six months. In conjunction with the Exchange Program the Company
recognized $2.5 million of compensation expense in the year ended September 30, 2003, related to
unamortized | deferred compensation for those options cancelled, which were originally granted to the
employees of acquired companies.

2000 Equity Incentive Stock Option Plan

The purposes of the 2000 Equity Incentive Stock Option Plan (the “2000 Plan”), are to attract and retain
employees and to provide an incentive for them to assist the Company to achieve long-range performance
goals and tolenable them to participate in the long-term growth of the Company. Under the 2000 Plan the
Company may grant (i) incentive stock options intended to qualify under Section 422 of the Internal Revenue
Code of 1986, as amended, and (ii) options that are not qualified as incentive stock options (“nonqualified
stock option "’) and (iii) the issuance of stock appreciation rights, performance shares and restricted stock. All
employees of the Company or any affiliate of the Company, independent directors, consultants and advisors
are eligible to participate in the 2000 Plan. Options under the 2000 Plan generally vest over four years and
expire seven|years from the date of grant. On October 16, 2003, the Company issued options for 12,617 shares
under the 2000 Plan to replace options previously surrendered in accordance with the Exchange Program. A
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.total of 6,000,000 shares of common stock were reserved for issuance under the 2000 Plan. Of these shares,
‘options to purchase 2,319,214 shares are outstanding and' 3,633,773 shares remain available for grant as of
September 30, 2004. On October 1, 2004, 50,000 shares of restricted stock were granted to the Company’s
newly appointed Chief Executive Officer.

1998 Employee Equity Incentive Plan

The purposes of the 1998 Employee Equity, Incentive Plan (the “1998 Plan”), adopted by the Board of
Directors of the Company in April 1998, are to attract and retain employees and provide an incentive for them
_to assist the Company in achieving long-range performance goals, and to enable them to participate in the
long-term growth of the Company. All employees of the Company, other than its officers and directors,
(including contractors, consultants, service providers or others) who are in a position to contribute to the long-
term success and growth of the Company, are eligible to participate in the 1998 Plan. Options under the 1998
Plan generally vest over a period of four years and generally expire seven years from the date of grant. In order
to align the 1998 Plan with its current practices, in January 2000, the Board of Directors amended the 1998
Plan to eliminate the Company’s ability to award nonqualified stock options with exercise prices at less than
fair market value. On February 26, 2003 the Board of Directors voted to cancel and not return to the reserve
any 1998 Plan forfeited option. From February 26, 2003 through September 30, 2004, 929,443 options were
forfeited due to employee terminations. On October 16, 2003, the Company issued options for
1,206,192 shares under the 1998 Plan in accordance with the Exchange Program and cancelled and did not
return to the reserve 632,435 forfeited options. A total of 4,825,000 shares of common stock have been
reserved for issuance under the 1998 Plan. Of these shares, options on 2,417,450 shares are outstanding and
406,282 shares remain available for grant as of September 30, 2004.

1993 Non-Employee Director Stock Option Plan

The purpose of the 1993 Non-Employee Director Stock Option Plan (the “Directors Plan”) is to attract
and retain the services of experienced and knowledgeable independent directors of the Company for the
benefit of the Company and its stockholders and to provide additional incentives for such independent
directors to continue to work for the best interests of the Company and its stockholders through continuing
ownership of its common stock. Each director who is not an employee of the Company or any of its
subsidiaries is eligible to receive options under the Directors Plan. Under the Directors Plan, each eligible
director receives an automatic grant of an option to purchase 25,000 shares of common stock upon becoming a
director of the Company and an option to purchase 10,000 shares on July 1 each year thereafter. Options
granted under the Directors Plan generally vest over a period of five years and generally expire ten years from
the date of grant. A total of 690,000 shares of common stock have been reserved for issuance under the
Directors Plan. Of these shares, options to purchase 225,000 shares are outstanding and no shares remain
available for grant as of September 30, 2004. On October 1, 2003, grants totaling 50,000 shares were issued to
two newly appointed directors. The Director’s Plan expired at the end of the day on October 1, 2003.

1992 Combination Stock Option Plan

Under the Company’s 1992 Stock Option Plan (the *“1992 Plan”), the Company may grant both
incentive stock options and nonqualified stock options. Incentive stock options may only be granted to persons
who are employees of the Company at the time of grant, which may include officers and directors who are also
employees. Nonqualified stock options may be granted to persons who are officers, directors or employees of or
consultants or advisors to the Company or persons who are in a position to contribute to the long-term success
and growth of the Company at the time of grant. Options granted under the 1992 Plan generally vest over a
period of four years and generally expire ten years from the date of grant. A total of 1,950,000 shares of
common stock were reserved for issuance under the 1992 Plan. Of these shares, options to
purchase 316,198 shares are outstanding and no shares remain available for grant as of September 30, 2004.
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Stock Optibns of Acquired Companies

In connecnon with the acquisition of PRI on May 14, 2002, the Company assumed the outstanding
options of multlple stock option plans that were adopted by PRI. At acquisition, 6,382,329 options to purchase
PRI common stock were outstanding and converted into 3,319,103 options to purchase the Company’s
Common Stock. There were options to purchase 422,805 shares outstanding at September 30, 2004. The
Company does not intend to issue any additional options under the PRI stock option plan.

In connection with other acquisitions, the Company assumed the outstanding options of multiple stock
option plans. There were options to purchase 8,959 shares outstanding at September 30, 2004. The Company
does not intend to issue any additional options under these stock option plans.

Stock Option Activity

Aggregate stock option activity for all the above plans for the years ended September 30, 2004, 2003 and
2002 is as follows:

Year Ended September 30,

2004 2003 2002
Weighted Weighted Weighted
Average Average Average
Shares Price Shares Price Shares Price
Options outstanding at beginning
ofyear .................... 4,639,910  $28.93 9,019,022  $34.62 4,255,528  $29.85
Granted ..................... 2,486,159  $23.84 980,800  $12.14 2,617,358  $27.99
Assumed on acquisition ........ — — — — 3,345,457 $45.59
Exercised .................... (157,730) $15.51 (185,167) $14.09 (316,183) $15.93
Canceled .................... (1,258,713) $36.95 (5,174,7145)  $35.83 (883,138) $38.08
Options outstanding at end of
VEAT . ittt 5,709,626  $25.43 4,639,910  $28.93 9,019,022  $34.62
Options exerc}isable at end of :
year...... e e 3,234,428  $27.75 2,522,030  $34.00 3,151,602  $38.42

Welghted average fair value of
options granted during the
period ............... ... $10.65 $ 7.28 $21.25

Options availéble for future grant 4,040,055
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The following table summarizes information about stock options outstanding at September 30, 2004:

Options Outstanding
Weighted-

Ré:f;?,ﬁig Options Exercisable

Contractual Weighted- Weighted-
Range of Life Average Average
Exercise Prices Shares (Years) Exercise Price Shares Exercise Price
$ 1.932-% 12.810........ 730,954 5.22 $ 10,722 332,186 - § 10.496
$ 12.875-$ 20.330........ 720,092 4.62 $ 16.390 420,417 $ 16.780
$ 20420 -$ 23.750........ 317,826 6.39 $ 22.860 85,927 $ 22.939
$ 24300 -% 24300........ 1,973,650 5.01 $ 24.300 926,259 $ 24.300
$ 24910-% 25220........ 642,431 4.09 $ 25.202 368,541 $ 25.200
$ 25480 - % 34.130........ 621,673 3.82 $ 29.324 507,315 $ 29.513
$ 34290 -3 52640........ 572,805 3.70 $ 41.498 484,510 $ 41.492
$ 53.812-$123.560........ 103,635 2.09 $ 82.470 85,405 $ 83.616
$134.740 - $134.740........ 26,000 1.45 $134.740 23,400 $134.740
$155770 - $155770 .. ...... 520 1.36 $155.770 468 $155.770
$ 1.932-8155770........ 5,709,626 4.63 $ 25.428 3,234,428 $ 27.748

1995 Employee Stock Purchase Plan

On February 22, 1996, the stockholders approved the 1995 Employee Stock Purchase Plan (the “1995
Plan™) which enables eligible employees to purchase shares of the Company’s common stock. Under the 1995
Plan, eligible employees may purchase up to an aggregate of 2,250,000 shares during six-month offering
periods commencing on February 1 and August | of each year at a price per share of 85% of the lower of the
fair market value price per share on the first or last day of each six-month offering period. Participating
employees may elect to have up to 10% of their base pay withheld and applied toward the purchase of such
shares. The rights of participating employees under the 1995 Plan terminate upon voluntary withdrawal from
the plan at any time or upon termination of employment. As of September 30, 2004, 1,099,803 shares of
common stock have been purchased under the 1995 Plan and 1,150,197 remain available for purchase.

15. Acquisition-Related and Restructuring Costs and Accruals :
Fiscal 2004 Activities

The Company recorded a charge to operations of $5.4 million in the year ended September 30, 2004 of
which $0.1 million related to acquisitions and $5.3 million related to restructuring costs.

Acquisition-Related Costs

The $0.1 million related to acquisitions is comprised of legal and consulting costs to integrate and
consolidate acquired entities into existing Brooks entities.

Restructuring Costs

Based on estimates of its near term future revenues and operating costs, the Company announced in fiscal
2004 several plans to take additional cost reduction actions. Accordingly, charges of $5.3 million were
recorded for these actions. Of this amount, $3.9 million related to workforce reductions of approximately
60 employees world wide, across all functions of the business and $1.4 million related to excess facilities.
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Excess facilities charges of $1.4 million consisted of $0.2 million for excess facilities identified in fiscal 2004
that were recorded to recognize the amount of the remaining lease obligations. These costs have been
estimated from'the time when the space is vacant and there are no plans to utilize the facility. Costs incurred
prior to vacating the facilities were charged to operations. Final exit costs for facilities abandoned in previous
restructurings amounted to $0.7 million. The remaining $0.5 million represents a reevaluation of the
assumptions used in determining the fair value of certain lease obligations related to facilities abandoned in a
previous restructuring. The revised assumptions, including lower estimates of expected sub-rental income over
the remainder of the lease terms, are based on management’s evaluation of the rental space available. The
Company believes that the cost reduction programs implemented will align costs with revenues. In the event
the Company is unable to achieve this alignment, additional cost cutting programs may be required in the
future. The accruals for workforce reductions are expected to be paid over the first six months of fiscal 2005.
The facilities charges are expected to be paid over the remaining lease periods, expiring in fiscal 2010. These
charges helped better align the Company’s cost structure. The Company estimates that salary and benefit
savings in principally the selling, general and administrative functions as a result of these actions will be
approximately $5.6 million annually. The impact of these cost reductions on the Company’s liquidity is not
significant, as these cost savings vield actual cash savings within twelve months.

Fiscal 2003 Activities

The Company recorded a charge to operations of $46.3 million in the year ended September 30, 2003 of
which $6.2 million related to acquisitions, $6.1 million related to the write-off of capitalized costs related to
cancelled internal application infrastructure programs, $39.8 million of restructuring costs and $5.8 million of
restructuring reversals.

Acquisition-Related Costs

The $6.2 million related to acquisitions is comprised of the $3.2 million loss on the disposition of the
Brooks Switzerland subsidiary, associated legal costs of $0.5 million and $2.5 million of legal, relocation and
consulting cost$ to integrate and consolidate acquired entities into existing Brooks entities.

Restructuring Costs

Based on estimates of its near term future revenues and operating costs, the Company announced in fiscal
2003 several plans to take additional and significant cost reduction actions. Accordingly, charges of
$45.9 million were recorded for these actions. Of this amount, $27.0 million related to workforce reductions of
approximately 1,000 employees world wide, across all functions of the business, $12.8 million related to excess
facilities and $$.1 million related to the write-off of capitalized costs of cancelled internal systems application
infrastructure programs. Excess facilities charges of $12.8 million consisted of $2.7 million for excess facilities
identified in fiscal 2003 that were recorded to recognize the lower of the amount of the remaining lease
obligations, net of any sublease rentals. These costs have been estimated from the time when the space is
expected to be vacated and there are no plans to utilize the facility. Costs incurred prior to vacating the
facilities were charged to operations. The remaining $10.1 million represents a reevaluation of the assumptions
used in detcrm}ining the fair value of certain lease obligations related to facilities abandoned in a previous
restructuring. The revised assumptions, including lower estimates of expected sub-rental income over the
remainder of the lease terms, are based on management’s evaluation of the rental space available. These
charges helped) better align the Company’s cost structure. The Company estimates that salary and benefit
savings across all expense categories as a result of these actions were approximately $42.0 million annually.
The impact of these cost reduction activities on the Company’s liquidity was not significant, as these cost
savings yield actual cash savings within twelve months. The Company estimates annual facilities savings of
approximately $3.0 million principally within the Company’s cost of sales as a result of these actions.
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. Periodically, the accruals related to restructuring charges are reviewed and compared to their respective
cash requirements. As a result of these reviews, the accruals are adjusted for changes in cost and timing
assumptions of previously accrued and recorded initiatives. During fiscal 2003, the Company identified
$4.7 million of excess accruals associated with headcount reduction plans previously announced and
implemented and $1.2 million of excess accruals for other restructuring costs. The final costs associated with
these actions were. lower than originally estimated and accrued. As a result, the excess accruals for these
actions were reversed, with a corresponding reduction to restructuring expense in the Consolidated Statement
of Operations for the year ended September 30, 2003.

Fiscal 2002 Activities

The Company recorded a charge to operations of $35.0 million in the year ended September 30, 2002 of
which $16.4 million related to acquisitions and aborted acquisitions and $18.6 million to restructuring costs.

Acquisition-Related Costs

The $16.4 million related to acquisitions and aborted acquisitions is comprised of $5.9 million related to
the vesting by the Company’s Chief Executive Officer in certain incremental retirement benefits upon the
closing of the acquisition of PRI on May 14, 2002, $8.5 million to write off loans to aborted acquisition targets
that management had determined are no longer collectible and $2.0 million of other costs.

Restructuring Costs

In September 2002, the Company implemented a formal plan of restructure in response to the ongoing
downturn in the semiconductor industry. To that effect, the Company recorded restructuring charges of
$16.1 million in the fourth quarter of the fiscal year. Of this amount, $9.1 million was related to workforce
reductions of approximately 430 employees, which was paid in 2003 and $6.7 million was for the consolidation
of several of the Company’s facilities. These measures were largely intended to further align the Company’s
capacity and infrastructure to anticipated customer demand, which was adversely affected by the continuing
downturn in the semiconductor industry. Workforce-related charges, consisting principally of severance costs,
were recorded based on specific identification of employees to be terminated, along with their job classifica-
tions or functions and their locations. The charges for the Company’s excess facilities were recorded to
recognize the lower of the amount of the remaining lease obligations, net of any sublease rentals. These costs
were estimated from the time when the space is expected to be vacated and there are no plans to utilize the
facility. Costs incurred prior to vacating the facilities were charged to operations.

" As part of the plan to integrate the PRI acquisition, certain sales, technical support and administrative
functions were combined and headcount and related costs reduced. Accordingly, during the third quarter of
fiscal 2002, the Company recorded $2.8 million of charges comprised of $1.3 million for workforce reduction-
related costs, $0.4 million relates to excess facilities and $1.1 million for other restructuring costs. The
$0.4 million for the Company’s excess facilities was recorded to recognize the amount of the remaining lease
obligations, net of any sublease rentals. These costs were estimated from the time these facilities are expected
to be vacated and there are no plans to utilize the facility in the future. Costs incurred prior to vacating the
facilities are being charged to operations.

Restructuring costs of $13.5 million for former PRI employees, $11.1 million for facilities and
$2.3 million for other costs were accrued for as part of the purchase accounting for the PRI acquisition.

Periodically, the accruals related to the acquisition-related and restructuring charges are reviewed and
compared to their respective cash requirements. As a result of those reviews, the accruals are adjusted for
- changes in cost and timing assumptions of previously approved and recorded initiatives. During the year ended
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September 30, 2002, the Company identified excess workforce-related accruals of $0.4 million, which were
reversed during the year.

The activity related to the Company’s restructuring accruals is below (in thousands):
Fiscal 2004 Activity

New Initiatives

Balance Balance

September 30, Purchase . September 30,
2003 Expense  Accounting  Adjustments Reversals Utilization 2004
Facilities . ................. $24,312 $ 192 § — $1,216 $ — $ (7,990) $17,730
Workforce-related .......... 4,955 3,922 — — — (6,417) 2,460
Other..................... — — — — — — —
$29,267 $4,114 $ — $1,216 $ —  $(14,407) $20,190
Fiscal 2003 Activity
Balance New Initiatives Balance
September 30, Purchase September 30,
2002 Expense Accounting  Adjustments  Reversals Utilization 2003
Facilities . ................. $18,977 $ 2754 § — $10,054 $ —  $(7,473) $24,312
Workforce-related .......... 13,480 27,029 — — (4,658) (30,896) 4,955
Other..................... 1,329 — — — (1,170) (159) —
$33,786 $29,783 § — $10,054 $(5,828) $(38,528) $29,267
Fiscal 2002 Activity
Balance New Initiatives Balance
September 30, Purchase September 30,
2001 Expense Accounting Reversals Utilization 2002
Facilities. .. .........vvo... $3,309 $ 709 $11,055 § — $ (2.483)  $18977
Workforce-related . .......... 1,952 10,451 13,519 (372)  (12,070) 13,480
Other ..o — 1,467 2,292 — (2,430) 1,329

$5,261 $19,014  $26,866 $(372) $(16,983) $33,786

16. Segment and Geographic Information

The Company has four reportable segments: equipment automation, factory automatien hardware,
factory automation software and the “other” segment.

The equipment automation segment provides automated material handling products and components for
use within semiconductor process equipment. These systems automate the movement of wafers into and out of
semiconductor manufacturing process chambers and provide an integration point between factory automation
systems and prbccss tools. These include vacuum and atmospheric systems and robots and related compo-
nents. Also included is the assembly and manufacturing of customer designed automation systems (“contract
automation systems”). The primary customers for these solutions are manufacturers of process tool
equipment.

The factory automation hardware segment provides automated material management products and
components for use within the factory. The Company’s factory automation hardware products consist of
automated storage and retrieval systems and wafer/reticle transport systems based on its proprietary AeroTrak
overhead monorail systems and AeroLoader overhead hoist vehicle. They store, transport andi manage the
movement of work-in-process wafers and lithography reticles throughout the fab. The factory automation
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hardware segment also provides hardware and software solutions, including mini-environments and other
automated transfer mechanisms to isolate the semiconductor wafer from the production environment.

The factory automation software segment provides software products for the semiconductor manufactur-
ing execution system (“MES”) market, including consulting and software customization. The Company’s
software products enable semiconductor manufacturers to increase their return on investment by maximizing
production efficiency, and may be sold as part of an integrated solution or on a stand-alone basis.

IAS, acquired on February 15, 2002, is the only component of “Other.” IAS provides standard and
custom automation technology and products for the semiconductor, photonics, life sciences and certain other
industries.

The Company evaluates performance and allocates resources based on revenues and operating income
(loss). Operating income (loss) for each segment includes selling, general and administrative expenses
directly attributable to the segment. Amortization of acquired intangible assets, including impairment of these
assets and of goodwill and acquisition-related and restructuring charges are excluded from the segments’
operating income (loss). The Company’s non-allocable overhead costs, which include corporate general and
administrative expenses, are allocated between the segments based upon segment revenues. Segment assets
exclude deferred tax assets, acquired intangible assets, goodwill, marketable securities and cash equivalents,
and the Company’s investment in Shinsung for fiscal 2002.
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Financial information for the Company’s business. segments is as follows (in thousands):

: Factory Factory
Equipment Automation Automation
Automation Hardware Software Other Total
Year ended September 30, 2004
Revenues
Product ..ot $276,248 . $ 78,502 $ 44972, $ 4716 $404,438
Services...........iiiiiiii 40,069 20,655 - 74,607 — 135,331
' $316,317  § 99,157  $119,579 $ 4,716  $539,769
Gross profit. . .....covveniniiie... $104,314  $ 26,159 $ 72,320 $ 1,531 $204,324
Segment of)erating income (loss) ........ $ 38,967 $ (1,890) § 12,821 $(2,054) $ 47,844
Depreciation . ................0........ $ 5975 $ 2842 $§ 4940 $§ 122 % 13,879
ASSES .. ... e $179,247 = $116,868 $ 79,647 $ 1,706 $377,468
Year ended September 30, 2003
Revenues ‘
Product ............................ $142,024  $ 58,324  $ 24730 $ 3,521  $228,599
Services.......... i 30,580 24,475 59,956 - 115,011
$172,604 § 82,799 $ 84,686 § 3,521 $343,610
Grossprofit................co it $ 39,254 $ 15539 § 48413 $§ 460 $103,666
Segment operating loss ................. $(19,376) $(27,563) $(18,098) $(2,499) $(67,536)
Depreciation . ..........ccouveevinnn... $ 17,736 $ 5072 $ 2664 $ 585 $ 26,057
ASSEtS . ... e e $ 95,264 $114,315 $ 53,824 § 3816 $267,219
Year ended September 30, 2002
Revenues
Product .............ccciiiiL. $128,719  $ 51,388  $ 24,843 $ 3,716  $208,666
Services. ... 19,882 16,066 59,640 — 95,588
$148,601 § 67454 § 84483 § 3,716 $304,254
Gross profit. ...l $ 24066 $ 10,599 $ 47800 $ 579 $ 83,044
Segment operating loss ................. $(51,329) $(23,643) $(16,782) $(1,462) $(93,216)
Depreciation . .........covviiiiiiii.n. $ 12,167 $ 2030 $ 2,139 $ 84 §$ 16,420
ASSEES .« .t $170,101  $126,267  $ 35,684 $ 1,184  $333,236
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A reconciliation of the Company’s reportable segment operating income (loss) and segment assets to the
corresponding consolidated amounts as of and for the year ended September 30, 2004, 2003 and 2002 is as
follows (in thousands): '

As of and For the Year Ended
September 30,

2004 2003 2002

Segment operating income (loss) ...... e e e $ 47844 § (67,536) $ (93,216)
Amortization of aquired intangible assets........................ 3,663 4,654 20,317
Asset impairment charges ............. ittt 7,421 39,951 479,253
Restructuring and acquisition-related charges .................... 5,356 46,257 35,032

Total operating income (loss) ..............ccovvivenn. $ 31,404 $(158,398) $(627,818)
Segment aSSELS . ... ... e $377,468 $ 267,219 $ 333,236
Goodwill. . ... o e 62,034 68,958 104,156
Intangible assets ............... 6,929 10,592 14,648
Investment in Shinsung .......... ... — — 13,475
Investments in marketable securities and cash equivalents ......... 224,608 146,476 191,982

Total aSSets ...\t $671,039 $ 493245 § 657,497

Net revenues based upon the source of the order by geographic area are as follows (in thousands):
Year Ended September 30,

2004 2003 2002
North AMETICa ... . i e e e e e $276,530 $172,497  $158,091
Asia/Pacific . . . e 142,116 105,427 78,019
BUrope ..o e 121,123 65,686 68,144

$539,769  $343,610  $304,254

Long-lived assets, including property, plant and equipment by geographic area are as follows (in
thousands):

September 30,

2004 2003
North AMeErCa . ... oottt e [ $55,633  $61,607
ASIa/PaCiiC . . 1,807 1,586
BUrOpe . oo e e 1,370 1,632

$58,810  $64,825

17. Significant Customers and Related Party Information

A member of the Board of Directors also served until his death in April 2003 as president, chief executive
officer and a director of AvantCom Network, Inc. (“AvantCom”), a California supplier of Internet-based
diagnostics software. In March 2001, the Company entered into a non-binding letter of intent with AvantCom
relating to a proposed business combination. The letter of intent contemplated the payment by the Company
to AvantCom of approximately $14 million in cash and stock and up to 25% of subsequent related billings for
the purchase of certain assets related to AvantCom’s proprietary e-Diagnostics software product. Upon
execution of the letter of intent, the Company advanced AvantCom $2.0 million against the purchase price for -
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working capital purposes. During the subsequent negotiation process, the parties were unable ‘to reach a
mutually satlsfactory purchase agreement and the parties abandoned the transaction. Pursuant to the terms of
the letter of intent, AvantCom was obligated to either return the advance or grant the Company a non-
exclusive license to its e-Diagnostics software in exchange therefore. AvantCom has elected to grant the
Company the'license and the Company recorded a charge of $2.0 million in fiscal year 2002 related to the
unrecovered advance. The Board member did not participate in any negotiations related to the proposed
transaction.

On June 11, 2001, the Company appointed a new member to its Board of Directors. This individual is
also vice chairman and a director of one of the Company’s customers. Accordingly, this customer is considered
a related party for the period subsequent to June 11, 2001. Revenues from this customer for the years ended
September 30, 2004, 2003, and 2002 were approximately $409,000, $250,000 and $616,000, respectively. The
amounts due from this customer included in accounts receivable at September 30, 2004 and 2003 were
$13,000 and $38 000, respectively.

The Company had no customer that accounted for more than 10% of revenues in the years ended
September 30, 2004, 2003 and 2002. The Company had no customers that accounted for more than 10% of its
accounts receivable balance at either September 30, 2004 or 2003.

Related party transactions and amounts included in accounts receivable are on standard pricing and
contractual terms and manner of settlement for products and services of similar types and at comparable
volumes.

18. Other Baﬂance Sheet Information

Components of other selected captions in the Consolidated Balance Sheets are as follows (in thousands)
September 30,

) 2004 2003
Accounts Receivable . ... ... ... .. .. . . $127,234  $75,873 -
Less allowance for doubtful accounts .............ovuuoeeeneunnein.. 3,230 6,499

$124.004 $69,374

The allowance for doubtful accounts was $6,114,000 and $5,977,000 at September 30, 2001 and 2002,
respectively. The Company recorded additions to the allowance for doubtful accounts of $225,000, $2,217,000
and $3,214, OOO in fiscal 2004, 2003 and 2002, respectively, comprised of $187,000, $533,000 and $3,129,000
charged to expense in fiscal 2004, 2003 and 2002, respectlvely, and $38,000, $1,684,000 and $85,000 of foreign
exchange dlﬁ"erences charged to other accounts in fiscal 2004, 2003 and 2002, respectlvely The Company
reduced the allowance for doubtful accounts by $3,494,000, $1,695,000 and $3,351,000, in fiscal 2004, 2003
and 2002, respectlvely, for write-offs and other adjustments.

September 30,

2004 2003
Inventories
Raw miaterials and purchased parts ............... ..., $51,297 $45916
WOTK-IM=PIOCESS . . . o et e ettt et e e e e et e e e e 20,443 15,546
Finished g00dS ... ...ttt e 13,173 7,255
Less reserves for excess and obsolete inventory ....................... 13,022 15,505

$71,891  §$53,212
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- Reserves for excess and obsolete inventory were $20,806,000 and $25,915,000 at September 30, 2001 and
September 30, 2002, respectively. The Company recorded additions to reserves for excess and obsolete
inventory of $7,761,000, $8,350,000 and $9,442,000, in fiscal 2004, 2003 and 2002, respectively, comprised of
$7,340,000, $7,517,000 and $8,820,000 charged to expense in fiscal 2004, 2003 and 2002, respectively, and
$421,000, $833,000 and $622,000 of foreign exchange differences charged to other accounts in fiscal 2004,
2003 and 2002, respectively. The Company reduced the reserves for excess and obsolete inventory by
$10,244,000, $18,760,000 and $4,333,000, in fiscal 2004, 2003 and 2002, respectively, for write-offs of
inventory.

~ The Company provides for the estimated cost of product warranties, primarily from historical informa-
tion, at the time product revenue is recognized and retrofit accruals at the time retrofit programs are
established. While the Company engages in extensive product quality programs and processes, including
actively monitoring and evaluating the quality of its component suppliers, the Company’s warranty obligation
is affected by product failure rates, utilization levels, material usage, service delivery costs incurred in
correcting a product failure, and supplier warranties on parts delivered to the Company. Product warranty and
retrofit activity on a gross basis for the years ended September 30, 2004, 2003, and 2002 is as follows (in
thousands):

Balance September 30, 2001 .. ... .. . $ 1,839
Accruals for warranties during the year . ... .. .. e 912
Liabilities assumed on acquisition. .. ... . o i e 19,064
Settlements made during the year ............ . it e (2,804)

Balance September 30, 2002 ... ... . 19,011
Accruals for warranties during the year . ... ... i e 1,710
Settlements made during the year . ... ... . . e (8,912)

Balance September 30, 2003 ... ... e 11,809
Accruals for warranties during the year ....................... P 4,088
Settlements made during the year . ... ... .. .. . e (3,843)

Balance September 30, 2004 . ... ... P, $12,054

19. Commitments and Contingencies
Lease Commitments

The Company leases manufacturing and office facilities and certain equipment under operating leases
that expire through 2013. Rental expense under operating leases for the years ended September 30, 2004, 2003
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and 2002 was $6.5 million, $9.4 million and $8.2 million, respectively. Future minimum lease commitments on
non-cancelable operating leases, lease income and sublease income are as follows (in thousands):

Lease and

QCperating Sublease
Leases income

Year ended September 30,

20005 L $ 9,185 $1,524
2000 L e 7,035 1,156
2007 e 5,786 1,122
200 L 5,420 1,144
2000 L e 5,295 1,151
Thereafter .. ... . . P 8,488 2,303

$41,209 $8,400

These future minimum lease commitments include approximately $26.0 million related to facilities the
Company has elected to abandon in connection with its restructuring initiatives.

At September 30, 2004 and 2003, the Company had outstanding capital lease obligations of $25,000 and
$34,000, respectively, included in its debt obligations.

Purchase Commitments

The Company has non-cancelable contracts and purchase orders for inventory of $34.5 million at
September 30, 2004.

Contingencies

There has been substantial litigation regarding patent and other intellectual property rights in the
semiconductor related industries. Brooks has in the past been, and may in the future be, notified that it may be
infringing intellectual property rights possessed by other third parties. Brooks cannot guarantee that
infringement |claims by third parties or other claims for indemnification by customers or end users of its
products resulting from infringement claims will not be asserted in the future or that such assertions, if proven
to be true, will not materially and adversely affect Brooks’ business, financial condition and results of
operations. If \any such claims are asserted against Brooks’ intellectual property rights, the Company may seek
to enter into ja royalty or licensing arrangement. Brooks cannot guarantee, however, that a license will be
available on reasonable terms or at all. Brooks could decide in the alternative to resort to litigation to challenge
such claims or to attempt to design around the patented technology. Litigation or an attempted. design around
could be costly and would divert the Company management’s attention and resources. In addition, if Brooks
does not prevail in such litigation or succeed in an attempted design around, Brooks could be forced to pay
significant damages or amounts in settlement. Even if a design around is effective, the functional value of the
product in question could be greatly diminished.

In connection with the acquisition of the e-Diagnostics product business in June 2001, the Company
could have been required to make additional cash payments of up to a maximum of $8.0 million under certain
conditions. The Company entered into an agreement with KLA-Tencor, Inc. in August 2004 which allows
both companies to jointly own the software in exchange for a release from future payment of any consideration
under the original agreement.

20. Subsequent Event

On October 19, 2004 the Company signed a letter of intent under which it will sell substantially all the
assets of the Company’s Specialty Equipment and Life Sciences Group to a third party. The parties are
negotiating a definitive purchase and sale agreement which is expected to be completed in fiscal 2005.
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Item 9. Changes In and Disagreements With Accountants on Financial Accounting and Financial
Disclosure

Not applicable.

Item 9A. Controls and Procedures

a) Evaluation of Disclosure Controls and Procedures. As of the end of the period covered by this
Report, and pursuant to Rules 13a-15(e) and 15d-15(e)under the Securities Exchange Act of 1934, the
Company’s chief executive officer (“CEQO”) and chief financial officer (“CFQ”) have concluded, subject to
the limitations inherent in such controls noted below, that the Company’s disclosure controls and procedures
are designed to ensure that information required to be disclosed by the Company in the reports that it files
under the Securities Exchange Act of 1934 is recorded, processed, summarized and reported within the time
specified in the SEC’s rules and forms and are operating in an effective manner.

b) Limitations Inherent in All Controls. The Company’s management, including the CEO and CFO,
recognizes that our disclosure controls and our internal controls (discussed below) cannot prevent all error or
all attempts at fraud. Any controls system, no matter how well crafted and operated, can only provide
reasonable, and not absolute, assurance that the objectives of the control system are met. Further, the design
of a control system must reflect the fact that there are resource constraints that affect the operation of any
such system and that the benefits of controls must be considered relative to their costs. Because of the inherent
limitations in any control system, no evaluation or implementation of a control system can provide complete
assurance that all control issues and all possible instances of fraud have been or will be detected. These
inherent limitations include the realities that judgments in decision-making can be faulty and that breakdowns
can occur because of simple error or mistake.

c) Change in Internal Controls. There were no changes in the Company’s internal control over
financial reporting that occurred during the Company’s last fiscal quarter that have materially affected, or are
reasonably likely to materially affect, the Company’s internal control over financial reporting.

Item 9B. Other Information

Not applicable.
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PART IIT

Item 10. Directors and Executive Officers of the Registrant

The information required by this Item 10 is hereby incorporated by reference to‘thc Cdrhpany’s definitive
proxy statement to be filed by the Company within 120 days after the close of its fiscal year.

Item 11. Executtve Compensation

The 1nformat10n required by this Item 11 is hereby 1ncorporated by reference to the Company’s deﬁnmve
proxy statement to be filed by the Company within 120 days after the close of its fiscal year.

Item 12. Security Ownership of Certam Beneﬁcml Owners and Management and Related Shareholder
Matters .

The table |below sets forth certain information as of our fiscal year ended September 30, 2004 regarding

the shares of our common stock available for grant or granted under stock option plans that (i) were approved
by our stockholders, and (ii) were not approved by our stockholders.

Equity Compensation Plan Information

Number of Securities . Number of Securities
to be Issued Upon Weighted-Average Remaining Available for
Exercise of Exercise Price of - Future Issuance Under
Outstanding Options, Outstanding Options, Equity Compensation
Plan Category Warrants and Rights = Warrants and Rights Plans(1)
Equity compensation plans approved by
security holders(2)................... 3,292,176 $26.282 3,633,773
Equity compensation plans not approved by :
security holders(3)................... 2,417,450 24.266 - 406,282
Total ....... . 5,709,626 v $25.428 - 4,040,055

(1) Excludes securities reflected in the first column of the table.

(2) Includes an aggregate of 431,764 options at a weighted average exercise price of $46.817 assumed by the
Company!in connection with past acquisitions and business combinations.

(3) These plans are described in Note 14 “Stock Plans” of the Notes to the Consolidated Financial
Statements. ‘

The balance of the information required by this Item 12 is hereby incorporated by reference to the
Company’s definitive proxy statement to be filed by the Company within 120 days after the close of its fiscal
year.

Item 13. Certain Relationships and Related Transactions

The information required by this Item 13 is hereby incorporated by reference to the Company’s definitive
proxy statement to be filed by the Company within 120 days after the close of its fiscal year.

Item 14. Principal Accountant Fees and Services

The information required by this Item 14 is hereby incorporated by reference to the Company’s definitive
proxy statement to be filed by the Company within 120 days after the close of its fiscal year.
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PART IV

Item 15. Exhibits, Financial Statement Schedule and Reports on Form 8-K

(a) Financial Statements and Financial Statement Schedule

The consohdatcd financial statements of the Company and Schedule II Valuation and Qualifying
Accounts and Reserves of the Company are listed in the index under Part II, Item 8, in this Form 10-K.

Other financial statement schedules are omitted because of the absence of conditions under which they
are required or because the required information is given in the supplementary consolidated financiat
statements or notes thereto.

(b) Exhibits

Exhibit No.

2.01
202

2.03

2.04

© 205

2.06

2.07
2.08

209

- 2.10

2.11

2.12
2.13

2.14

2.15

T 2.16

Description

Agreement and Plan of Mergervdated September 21, 1998 relating to the
combination of FASTech Integration, Inc. with the Company.

~Stock for Cash Purchase Agreement dated March 31, 1999 relating to the

acquisition of Hanyon Tech. Co., Ltd. by the Company.

Assets for Cash Purchase Agreement dated June 23, 1999 relating to the
acquisition of substantially all the assets of Domain Manufacturing
Corporation and its Subsxdlary Domain Manufacturing SARL by the
Company.

Agreement and Plan of Merger dated July 7, 1999 relating to the

‘combination of Smart Machines Inc. with the Company.

Master Purchase Agreement dated September 9, 1999 relating to the
acquisition of substantially all of the assets of the Infab Division of Jenoptik
by the Company.

Agreement and Plan of Merger dated January 6, 2000 relating to the
combination of AutoSimulations, Inc. and Auto-Soft Corporation with the
Company.

Interests for Stock Purchase Agreement dated May 5, 2000 relating to the
acquisition of Irvine Optical Company LLC by the Company, as amended.

Stock Purchase Agreement dated as of February 16, 2001 relating to the
acquisition of SEMY Engineering, Inc. by the Company.

Asset Purchase Agreement dated June 26, 2001 relating to the acquisition
of assets of the e-diagnostic infrastructure of KL A-Tencor Corporation and
its subsidiary KLA-Tencor Technologies Corporation.

Agreement and Plan of Merger dated June 27, 2001 relating to the
combination of Progressive Technologies Inc. with the Company.

Asset Purchase Agreement dated October 5, 2001 relating to the acquisition
of substantially all of the assets of General Precision, Inc. and GPI-Mostek,
Inc. by the Company.

Share Purchase Agreement dated October 9, 2001 relating to the
acquisition of Tec-Sem AG by the Company.

Amended and Restated Agreement and Plan of Merger relating to the
acquisition of PRI Automation, Inc. by the Company.

‘Combination Agreement dated as of November 24, 1998 between PRI

Automation, Inc., 1325949 Ontario Inc. and Promis Systems Corporation
Ltd.

Share Sale-, Purchase- and Transfer Agreement dated July 3, 2002 relating
to the acquisition of Hermos Informatik GmbH.

Service and Logistics Agreement by and between Applied Materials, Inc.
and Brooks Automation, Inc., effective May 1, 2004.
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Exhibit- No.

3.01
3.02
3.03
3.04

4.01
4.02

4.03
4.04

4.05
4.06

4.07

4.08

4.09

4.10

4.11

4.12

4.13

4.14

4.15

9.1

9.2

93

9.4

Description

Cejrtiﬁcate of Incorporation, as amended, of the Company.
Byiaws of the Company.
Certificate of Designation of Series A Junior Participating Preferred Stock.

Fojrm of Certificate of Designations, Preferences, Rights and Limitations of
Special Voting Preferred Stock of the Company

Specimen Certificate for shares of the Company’s common stock.

Description of Capital Stock (contained in the Certificate of Incorporation
of the Company).

Rights Agreement dated July 23, 1997.

Amendment No. 1 to Rights Agreement between the Company and Bank
Boston, N.A. as Rights Agent.

Registration Rights Agreement dated January 6, 2000.

Shareholder Agreement dated January 6, 2000 by and among the Company,
Dalfuku America Corporation and Daifuku Co., Ltd. relating to the
acquxsltlon of the businesses of Auto-Soft Corporatlon and
AutoSimulations, Inc. from Daifuku America Corporation by the Company.

Stockholder Agreement dated September 30, 1999 by and among the
Company, Jenoptik AG, M+W Zander Holding GmbH and Robert J.
Therrien relating to the acquisition of substantially all of the assets of the
Infab Division of Jenoptik AG by the Company.

Inhenture dated as of May 23, 2001 between the Company and State Street
Bank and Trust Company (as Trustee).

Reglstratlon Rights Agreement dated May 23, 2001 among the Company
and Credit Suisse First Boston Corporation and SG Cowen Securities
Corporat1on (as representatives of several purchasers).

Fdrm of 4.75% Convertible Subordinated Note of the Company in the
principal amount of $175,000,000 dated as of May 23, 2001.

Stock Purchase Agreement dated June 20, 2001 relating to the acquisition
of \CCS Technology, Inc. by the Company.

Asset Purchase Agreement dated February 15, 2002 relating to the
Agreement dated February 15, 2002 relating to the acquisition of
substantlally all of the assets of Intelligent Automation Systems, Inc. and
IAS Products, Inc. by the Company.

Amendment No. 2 to Rights Agreement between the Company and
EqulServe Trust Company, N.A., as Rights Agent.

Asset Purchase Agreement by and among Brooks Automation, Inc.,
NexStar Corporation and Zygo Corporation dated December 13, 2001
Agreement and Plan of Merger dated September 20, 2002 among the
Company, MTI Acquisitions Corp. and MicroTool, Inc.

Form of Voting and Exchange Trust Agreement among PRI Automation,
Inc., 1325949 Ontario Inc., Promis Systems Corporation Ltd. And Montreal
Trust Company of Canada, as trustee.

Form of Supplement to Voting and Exchange Trust Agreement among the
Company, 1325949 Ontario Inc., Brooks-PRI Automation (Canada), Inc.
and Montreal Trust Company of Canada, trustee.

Form of Support Agreement among PRI Automation, Inc., 1325949
Ontario Inc., and Promis Systems Corporation, Ltd.

Form of Supplement to Support Agreement among the Company, 1325949
Ontario Inc., and Brooks-PRI Automation (Canada), Inc.
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Exhibit No. -

10.01

10.02

10.03
10.04

10.05

10.06

10.07

10.8

10.9

10.10

10.11

10.12
10.13
10.14
10.15
10.16
10.17
10.18
10.19

10.20

10.21

10.22

10.23

10.24

10.25
10.26

Description

Employment Agreement between the Company-and Robert J. Therrien
dated as of September 30, 2001.

Form of Indemnification Agreement for directors and officers of the
Company.

Employment Agreement between the Company and Ellen B. Richstone.

Form of Agreement between Executive Officers and the Company Relating
to Change of Control.

Agreement dated November 11, 1999 between Ellen B. Richstone and the
Company Relating to Change of Control.

Transitional Services Agreement dated September 30, 1999 between the
Company and Jenoptik AG relating to the Company’s German
manufacturing facility.

Corporate Noncompetition and Proprietary Information Agreement dated
January 6, 2000 by and among the Company, Daifuku America Corporation
and Daifuku Co., Ltd. relating to the acquisition of the businesses of Auto-
Soft Corporation and AutoSimulations, Inc. from Daifuku America
Corporation by the Company.

Agreement to Amend Corporate Noncompetition and Proprietary
Information Agreement by and among the Company, Daifuku America
Corporation and Daifuku Co., Ltd. dated April 2002.

Demand Promissory Note Agreement dated as of May 2, 2000, between the
Company and ABN AMRO Bank N.V,

Purchase Agreement for the Company’s headquarters dated January 17,
2001.

Lease between the Company and the Nasr Family Trust for 25000 Avenue
Stanford, Valencia, California.

1993 Nonemployee Director Stock Option Plan.

1992 Combination Stock Option Plan.

1995 Employee Stock Purchase Plan, as amended.

1998 Employee Equity Incentive Option Plan.

2000 Combination Stock Option Plan.

2001 Restricted Stock Purchase Plan for KLA Product Line Acquisition.
Progressive Technologies Inc. 1991 Stock Option and Stock Purchase Plan.

Lease between Bentall Properties LTD and Westminster Management
Corporation and Brooks Automation (Canada) Corp. for Crestwood
Corporate Centre, Richmond, B.C. for 13777 Commerce Parkway,
Richmond, B.C.

Employment Agreement for Mitchell G. Tyson dated October 23, 2001.
Management Agreement dated as of November 20, 2000 between the
Company and Wan Keun Lee, as the majority shareholder of Shinsung
Eng. Co. Ltd.

Joint Venture Agreement between the Company, Chung Song Systems Co.,
Ltd. And Shinsung Eng. Co. Ltd.

Master Manufacturing Services Agreement dated as of October 26, 1999 by
and between the Company and Shinsung Eng. Co. Ltd.

Master Engineering Services Agreement dated as of October 26, 1999 by
and between the Company and Shinsung Eng. Co. Ltd.

PRI Automation, Inc. 2000 Stock Option Plan.
PRI Automation, Inc. 1997 Non-Incentive Stock Option Plan.
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Exhibit No. °

10.27

10.28
10.29

10.30
10.31
10.32

10.33

10.34

10.35

10.36

10.37

10.38
10.39

10.40

10.41

10.42

10.43

10.44

10.45

10.46

10.47

10.48

10.49

12.01
21.01

Description

\PRI Automation, Inc. 1994 Incentive and Non-Qualified Stock Option
'Plan.

'Commotion Technology, Inc. 2000 Flexible Stock Incentive Plan.

[Promis Systems Corporation Ltd Amended and Restated Stock Option
[Plan.

\Nonqualiﬁed Stock Option granted by PRI Automation, Inc. to Mark
Johnston.

Equipe Technologies Non-Statutory Stock Options.

Lease Agreement dated as of May 5, 1994 between the Company and The
Prudential Insurance Company of America for 805 Middlesex Turnpike,
Billerica, MA.

Amendment to Lease dated as of July 24, 2000 between the Company and
BCIA New England Holdings LLC (successor in interest to The Prudential

Insurance Company of America) for 805 Middlesex Turnpike, Billerica,
MA.

Lease Agreement dated as of October 12, 2000 between the Company and
Progress Road LLC for 17 Progress Road, Billerica, MA.

]First Amendment to Lease dated as of March 21, 2000 between the
Company and Progress Road LLC for 17 Progress Road, Billerica, MA.

Lease between the Company and BerCar II, LLC for 12 Elizabeth Drive,
Chelmsford Massachusetts dated October 23, 2002.

F1rst Amendment to Lease between the Company and BerCar II, LLC for
12 Elizabeth Drive, Chelmsford, Massachusetts dated November 1, 2002.

Separation Agreement for Ellen B. Richstone dated October 31, 2002.

Employment Agreement by and between the Company and Edward C.
Grady dated January 31, 2003.

Employment Agreement by and between the Company and Robert W.
Woodbury, Jr. dated February 26, 2003,

Serv1ce and Logistics Agreement by and between Applied Materials, Inc.
and Brooks Automation, Inc., effective May 1, 2004(1)

Amended Employment Agreement by and between the Company and
Robert J. Therrien dated June 1, 2004.

Amended and Restated Employment Agreement by and between the
Company and Edward C. Grady dated June 1, 2004.

Horm of 2000 Equity Incentive Plan New Employee Nonqualified Stock
Option Agreement.

Eorm of 2000 Equity Incentive Plan Existing Employee Nonqualified Stock
Option Agreement.

Form of 2000 Equity Incentive Plan Director Stock Option Agreement.

Form of 1998 Employee Equity Incentive Plan New Employee
Nonqualified Stock Option Agreement.

Form of 1998 Employee Equity Incentive Plan Existing Employee
Nonqualified Stock Option Agreement.

Fiscal 2004 Management Incentive Plan Program.

Calculation of Ratio of Earnings to Fixed Charges.
Subsidiaries of the Company.
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MM* **

NN* *%

OO* **

PP* *%

QQ* *%

RR**

\SS**

ss*s
Sger
-
—

TT* *%
UU* *%

VV* *#
WW* **
WW* **
WWH* **
Eiled herewith
filed herewith
filed herewith
filed herewith
=l:iled herewith
filed herewith

Filed herewith
Filed herewith




Exhibit No. - Description Reference

23.01 Consent of PricewaterhouseCoopers LLP (Independent registered public Filed herewith
accounting firm for the Company).
31.01 Rule 13a-14(a),15d-14(a) Certification. Filed herewith
31.02  Rule 13a-14(a),15d-14(a) Certification. Filed herewith
32 Section 1350 Certifications. Filed herewith
(1) Portions of this agreement therein identified by *** have been omitted pursuant to a request for

x o= oo

z

confidential treatment and have been filed separately with the Commission on July 29, 2004 pursuant to
Rule 24b-2 of the Securities Act of 1934, as amended.

Incorporated by reference to the Company’s registration statement on Form S-4 (Registration
No. 333-64037) filed on September 23, 1998.

Incorporated by reference to the Company’s current report on Form 8-K filed on May 6, 1999.
Incorporated by reference to the Company’s current report on Form 8-K filed on July 14, 1999.

Incorporated by reference to the Company’s current report on Form 8-K filed on September 15, 1999,
and amended on September 29, 2000.

Incorporated by reference to the Company’s current report on Form 8-K filed on October 15, 1999.

Incorporated by reference to the Company’s current report on Form 8-K filed on January 19, 2000 and
amended on February 14, 2000.

Incorporated by reference to the Company’s registration statement on Form S-3 (Registration
No. 333-42620) filed on July 31, 2000.

Incorporated by reference to the Company’s current report on Form 8-K filed on March 1, 2001.
Incorpdrated by reference to the Company’s current report on Form 8-K filed on July 9, 2001.
Incorporated by reference to the Company’s current report on Form 8-K filed on July 24, 2001.

Incorporated by reference to the Company’s current report on Form 8-K filed on October 19, 2001 as
amended on April 4, 2002.

Incorporated by reference to the Company’s current report on Form 8-K filed on October 22, 2001.

Incorporated by reference to the Company’s registration statement on Form S-4 (Registration
No. 333-75490, filed on April 4, 2002.

Incorporated by reference to PRI Automation, Inc.’s registration statement on Form S-3 (Registration
No. 333-69721) filed on December 24, 1998.

Incorporated by reference to Company’s current reports on Form 8-K filed on July 30, 2002.

Incorporated by reference to the Company’s quarterly report on Form 10-Q filed on May 15, 2000 for
the quarterly period ended March 31, 2000.

Incorporated by reference to the Company’s registration statement on Form S-1 (Registration
No. 33-87296) filed on December 13, 1994.

Incorporated by reference to the Company’s registration statement on Form S-3 (Registration

No. 333-34487) filed on August 27, 1997.

Incdrporated by reference to the Company’s registration statement on Form S-3 (Registration
No. 333-87194) filed April 29, 2002, as amended May 13, 2002.

Incorporated by reference to the Company’s registration statement on Form S-3 (Registration
No. 333-88320) filed May 15, 2002.

Incorporated by reference to the Company’s current report on Form 8-K filed on August 7, 1997.
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BB.

CC.

DD.

EE.

FF.

GG.

HH.

II.

JJ.

KK.

LL.

MM.

NN.

00.

PP.

QQ.

RR.

Incorporated by reference to the Company’s registration statement on Form 10-X filed for the annual
period ended September 30, 2001.

Incorporated by reference to the Company’s current report on Form 8- K ﬁled on May 29, 2001.

Incorporated by reference to the Company’s reglstratron statement on Form S 8 (Reglstratlon
No. 333-67432) filed on August 13, 2001.

Incorporated by reference to the Company’s current report on Form 8-K ﬁled on March 1, 2002

Incorporated by reference to the Company’s registration statement on Form 8-A/ A,ﬁled on June 4,
2002.

Incorporated by reference to the Company’s annual report on Form 10-K filed December 13,2001 for
the annual period ended September 30, 2001, as amended on April 2002.

Incorporated by reference to the Company’s annual report on Form 10 K ﬁled on December 30 1998
for the year ended September 30, 1998.

Incorpgorated by reference to the Company’s annual report on Form 10-K ﬁied on December 29, 1999
for the jannual period ended September 30, 1999.

Incorporated by reference to the Company’s quarterly report on Form 10-Q filed on May 11, 2001 for
the quarterly period ended March 31, 2001.

Incorporated by reference to the Company’s registration statement on Form S-8 (Registration
No. 333-22717) filed on March 4, 1997.

Incorporated by reference to the Company’s registration statement on Form S-8 (Registration
No. 333-07313) filed on July 1, 1996.

Incorporated by reference to the Company’s registration statement on Form S-8 (Registration
No. 333-61928) filed on May 30, 2001.

Incorporated by reference to the Company’s registration statement on Form S-8 (Registration
No. 333-67482 filed on August 13, 2001.

Incorporated by reference to PRI Automation, Inc.’s annual report on Form 10-K filed on Decem-
ber 21, 2000 for the annual period ended September 30, 2000.

Incorperated by reference to PRI Automation, Inc.’s quarterly report on Form 10-Q for the quarter
ended June 28, 1998.

Incorporated by reference to PRI Automation, Inc.’s amendment No. 1 to annual report on
Form 10 K/A filed April 4, 2002 for the annual period ended September 30, 2002.

Incorporated by reference to PRI Automation, Inc.’s Registration Statement on Form S-8 (Registra-
tion No. 333-33894).

Incorporated by reference to PRI Automation, Inc.’s Registration Statement on Form S-8 (Registra-
tion No. 333- -25217).

Incorporated by reference to PRI Automation, Inc.’s Registration Statement on Form 'S-8 (Registra-
tion No. 333-49822).

Incorporated by reference to PRI Automation, Inc.’s Registration Statement on Form S-8 (Registra-
tion No. 333-74141).

Incorporated by reference to PRI Automation, Inc.’s Registration Statement on Form S-8 (Registra-
tion No. 333-41067).

Incorporated by reference to PRI Automation, Inc.’s Registration Statement on Form S-8 (Registra-
tion No. 333-45063).

Incorporated by reference to PRI Automation, Inc.’s Registration Statement on Form S-1 (Registra-
tion No 33-81836).
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‘SS.  Incorporated by reference to PRI Automation, Inc.’s annual report on Form 10-K filed on December 7,
2001 for the annual period ended September 30, 2001, as amended in April 2002.

Incorporafed by reference to the Company’s annual report on Form 10-K filed on December 30, 2002
for the annual period ended September 30, 2002.

3

Uu. Incorporafed by reference to the Company’s quarterly report on Form 10-Q filed on February 14, 2003
for the quarterly period ended December 31, 2002.

S

Incorporated by reference to the Company’s quarterly report on Form 10-Q filed on May 13, 2003 for
the quarterly period ended March 31, 2003.

WW. Incorporated by reference to the Company’s quarterly report on Form 10-Q filed on July 29, 2004 for
the quarterly period ended June 30, 2004.

* Management contract or compensatory plan or arrangement.

** In accordance with Rule 12b-32 under the Securities Exchange Act-of 1934, as amended, reference is
made to the documents previously filed with the Securities and Exchange Commission, which documents
are hereby incorporated by reference.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

BRrROOKS AUTOMATION, INC.

By: /s/ _EDWARD C. GRADY.

Edward C. Grady,
Chief Executive Officer

Date: December 13, 2004

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below
by the following persons on behalf of the registrant and in the capacities and on the dates indicated.

Signature Title Date
/s/ EbpwarDp C. GRADY Director and Chief Executive December 13, 2004
"Edward C. Grady Officer (Principal Executive
Officer)
/s/ ROBERT W. WOODBURY, JR. Senior Vice President and Chief December 13, 2004
Robert W. Woodbury, Jr. Financial Officer (Principal
‘ ’ Financial Officer)
/s/ RicHARD C. SMALL Senior Vice President and December 13, 2004
Richard C. Small Corporate Controller (Principal

Accounting Officer)

/s/ ROBERT J. THERRIEN Director December 13, 2004
Robert J. Therrien

/s/ ROGER D. EMERICK Director December 13, 2004
Roger D. Emerick

/s/  AMIN J. KHOURY Director December 13, 2004
Amin J. Khoury

/s/ JOSEPH R. MARTIN Director December 13, 2004
Joseph R. Martin

/s/  A. CLINTON ALLEN Director December 13, 2004
"A. Clinton Allen

/s/  JoHN K. McGiLLICUDDY Director December 13, 2004
John K. McGillicuddy
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